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From the Chairman of the Board and the Chief Executive Officer

FY12 Results

In FY12 your company achieved full-year sales of $4.6 billion earnings per share of $7.93 and distributed

$77 million dollars to our stockholders in the form of share repurchases and dividends In addition we retired

$320 million of debt to strengthen our balance sheet and for the third year in row we earned place on the

Fortune 500 ranking 491

Business Strategy

ATK is committed to generating long-term stockholder value The company operates under management model

that is focused on improving operating efficiencies and delivering innovative cost-effective products that meet the

needs of our customers and set ATK apart from the competition

We are driving execution excellence across the companyensuring and enhancing the companys competitive

position while optimizing profitability and cash flow We are committed to maintaining our leading positions in

our core markets We are focused on affordable innovation growing the companys commercial and international

capabilities and delivering quality services and products on time In addition we are executing balanced capital

deployment strategy including dividends share repurchases and investing-for-growth initiatives

Beginning with our new fiscal year 2013 we have realigned our business into three-group operating structure

that will maximize efficiency reduce costs support customer needs leverage investments and improve overall

agility within ATKs markets In addition were aligning portions of the business into Centers of Excellence

business model that consolidates similar processes into common facility This approach reduces our fixed costs

and facility footprint improves operational and administrative efficiency and enhances our ability to deliver

quality products on time

We believe this strategy will serve us well in this budget-constrained environment

Outlook

ATK is positioning itself where management believes there will be continued strong defense funding even as

pressures mount on procurement and research and development accounts ATK will concentrate on developing

systems that will extend the life and improve the capability of existing platforms The company is positioned to

participate in the next generation of human space flight and deep space exploration and our Sporting Groups

business continues to grow both domestically and internationally as we gain market share and introduce new

products The company also continues to expand internationally with sales of military sporting and aerospace

products including our work on the Airbus A350

Thank you for your continued interest in ATK

Sincerely

Mark DeYoung

President and Chief Executive Officer

Ronald Fogleman

Chairman of the Board
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ITEM BUSINESS

Alliant Techsystems Inc ATK or the Company is an aerospace defense and commercial

products company that operates in 22 states Puerto Rico and
internationally

ATK was incorporated in

Delawaie in 1990

ATK ha grown substantively as result of both internal expansion and series of acquisitions

ATK has made the following acquisitions over the past five years

Swales AetOspae in June 2007

Eagle Industries in March 2009

-/

Blackhawk Industries Products Group Unlimited LLC in April 2010

ATK is leading producer of military small calibr ammunition for use in soldier carried weapons
such as automatic and semi-automatic rifles arid machine bins The Compady is also one of the largest

producers of medium-caliber ammunition Used by brew-served weapons on armored vehicles arid

airctâft ATK is one of the largest producrs of nillitary large-caliber ammunition used by tanks In

addition the Company is producer athmunition fot the port enthusiast and law enforcement

markets

ATK is leading manufacturer of solid rocketmoois supportingtaeticialstrategic missile

defense and space launch applications Its large solldiroeket motons suppczt NASAs current and

planned human spaceflight programs including the Space Launch Systems leavy-lift vehicle and theY

International Space Station Cargo Rnsupply Services The Company produces other large solid rcket

motors used to launch wide variety of strategic missiles and launch ehioles for satellite inrtions or

deep-space scientific exploration including the frideIit Ii 151 and Minuteman III which provide

strategic deterrence capability for the United States and itallies Ground-based Missile Defense

interceptors SM-3 interceptors and missile defense targets apd.Graphite Epoxy Motors and Orion

Motors for launch vehicles such as the Delta II Delta IV Minotaur Taurus and Antares The

Company also produces smaller solid rocket motors for tactical missiles such as the ie11fre and

Maverick In addition ATK is market leader in orbit insertion solid rocket motors that place satellites

in their proper orbit once they have arrived in space

ATK is provider of composite components for commeccial and military aircraft as well as

affordable precision-strike weapon systems The Company manufactures medium-caliber chain guns for

use on variety of land sea and airborne platforms It is provider Qf satellitu andspacecraft

components and subsystems and tactical accessories for military securit law enforcement aud sport

enthusiast markets ATK provides propellent and energetic materials It.provides advanced missile

warning sensors for variety of aircraft fuzes fora wide variety of weapon systems and advanced

barrier.systems used by the U.S1 Armed foces and its allies M1ditional business lanes include special

mission aircraft .for intelligence surveillance andconnaissance missions and advanced Uares and

decoys used for night operations and search and rescue missions

We conduct our business through numbei of separate legal entities that are listed in Exhibit 21

to this
report Thesç legal entities function within our operating segments As of Marcl 31 2012

ATKs four operating segments were Aerospace Systems Armament Systems Missile Products and

Security and Sporting

Sales iicomØ before interest income taxes and noncontrollrng interest total asets aqd other

financial data for each segment f9r the three years ended March 31 2012 are set fOrth in Note 16 to

the consolidated financll statements included in Item of this report



References in this report to particular fiscal yeatrefer to the year ended March 31 of that

calendar year

Aespae Systems

Aerospace Systems which generated 2% of ATKs external sales in fiscal 2012 develops and

produces rocket motor systems for human and cargo launch vehicles conventional and strategic

missiles missile defense interceptors small and .micro-satellites satellite components Structures arid

subsystems lightweight space deployables and solar arrays and provides engineering and technical

services Additionally Aerospace Systems operates in the military and commercial aircraft and launch

structures markets Other products include illuminating flares and aircraft countermeasures The

following is description of the divisions within the group

Aerospace Structures

The division is prosder of composite aircr4t components for military and commercial aircraft

manufacturers primarily leveraging advanced aitomated composite fabrication techniques including

Fiber-Placement Machines and ATK ropnetaiy Automated Stiffener Fbrming Machines AFM It

provides wide variety of composite parts for the 35 II Lightning fifth generation fighter aircraft

for the U.S military and its alliesthese paris includeupper and lower wing skins fuselage skins

nacelles ducts and access covers It also provides composite radomes and apertures for number of

military aircraft including the RQ4 Global Hawk The division ha completed commercial aerospace

composites center of excellehce facility in Clearuield Utah to support its cointherciai aerospace

customers including Airbuss General Electric Rolls Royce and Boeing The division is under contract

to produce the majority of.thecompccsite stringers and frarties for the Airbus A3SOXWB wide body

passenger jetliner using the ASFM process Additional major commercial programs include production

of the fan containment case for General Electrics Enx engine whith will be used to power the

Boeing 747-8 Cargo aitcraft and partnerthip with Rolls Royce to produce the aft fan case for the

Trent XWB engine which will be used to power the Airbus A350 aircraft

Space Systems Operations

The division is the production home for the Companys reuslible solid rocket motors for NASA
current and planned human spaceflight programs including the Space Launch System SLS heavy

lift vehicle and the International Space Station cargo Resupply Services In addition the division

produces launch abort system LAS motor for the Orion crew capsule that was designed to safely

pull the cmw away from the launch vehicle in the event of an emergency during the launch The Space

Shuttle program was-completed in early 2Q12 During fiscal 2012 ATK continued performance on the

SLS program and achieved all contractual milestones The Presidents government fiscal year GFY
2013 budget released in February 2012 identified funding for the continuation of the Space Launch

System with planned use of ATKs solid rocket motors for ground testing and at least the firsttwo

SLS test flights ATK is operating under an undefinitized contract action thathas transitionediATKs

activities on the Ares program into the Space Launch System architecture which continues to have

strong Cçngressionalsuppor The recently-enacted GEY 2012 Appropriations Act for NASA codi1ed

in statute the funding Jevel and program definition for the Space Launch System congress will

determine as part of the 2013 appropriations legislative process what the policy and i.indrng leyels for

NASA will be and allocate GFY 2013 funding for the Space Launch System

The divjsion also produces large solid rocket motors for the Trident II P5 Fleet Ballistic

Missile and the Minuteman UI Intercontinental allistic Missile These two programs provide tl

backbone of the United States
stzategic

deterrence The Minuteman III program completed its full

rate production in fiscal 2010 and was reduced to waæn-line status in fiscal 2011 Additional solid

rocket motors being produced by the division include GEM 40 and GEM 60 motors for the Delta II



Orion motors for the Orbital Science Corporations Pegasus Taurus and Minotaur launch vehicles

and CASTOR motors for Orbital Science Corporations Taurus rocket Missile Defense Agency

targets and Germanys MAXUS program The division supplies Orion motors for all three stages of

the ground based missile defense system In addition the division produces advanced flares and decoys

that provide illumination for search and rescue missiois and countermeasures against missile attacks

The division also produces thermal management systems that provide heating and cooling for

spacecraft either on-orbit or traveling through the solar system In fiscal 2010 the division also

successfully delivered the first satellite bus ORS-1 for the U.S Air Forces Operationally

Responsive Space program

Structures and Components

The division is supplier of satellite mechanical components and assemblies for wide

vanety of commercial civil and defense spacecraft programs It has strong market positions in satellite

fuel and oxidizer tanks precision structures solar .power arrays deployable structures and various

spacecraft composite primary and secondary structures The division produces the very stable backplane

structure for the James Webb Space Telescope JWST mirrors critically enabling that mission

Under contract to Lockheed Martin the division has now transitioned from low-rate to full-rate

production on the Terminal High Altitude Area Defense THAAD for the mid-body aerostructures

The business also supports multiple Lockheed-Martin A2100 spacecraft programs and Orbital Sciences

STAR2 commercial geosynchronous programs Additionally the unit
supports NASAs manned space

initiatives via the solar arrays on the Orion/Multi-Purpose Crew Vehicle MPCV and the propulsion

tanks on Orbital Sciences Crew Resupply Service CRS Cygnus vehicle

Armament Systems

Armament Systems which generated 34% of ATKs external sales in fiscal 2012 develops and

produces military small medium- and large caliber ammunition prevision munitions gun systems and

propellant and energetic materials It also operates the U.S Army ammunition plants in Independence

MO and Radford VA The following is description of the divisions within the group

Advanced Weapons

The division is home to the majority of ATKs
precision

fire weapons and large caliber ammunition

programs It is under contract to prqduce the Precision Guidance Kit for 155mm artillery and is the

developer and producer of the Mortar Guidance Kit for the Armys Advanced Precision Mortar

Initiative APMI The division is large producer of large-caliber ammunition for the United States

and allied nations An additional program of note is the Individual Semi Automatic Airburst System

ISAAS under development for the Army ATK was also awarded additional fundmg to support

urgent fielding of the ISAAS for operational evaluation in Afghanistan

Energetic Systems

The division currently operates
the Radford Army Ammunition Plant RFAAP in Radford

Virginia where it develops and produces variety of energetics including nitrocellulose and

nitrog1ycern
It also manufactures

propdllants
for medium- and large-caliber ammunition and tactical

rocket motors On January 24 2012 ATK was notified by the Army that the Company had not

been awarded the contract for the continued operation and maintenance of RFAAP ATK is currently

under contract to operate the RFAAP through June 30 2012 Sales in fiscal 2012 associated with the

RFAAP contract were $195 million compared to $233 million in the prior year ATK will continue to

operate its New River Energetics facility located at RFAA1 which loads assembles and packs medium

caliber ammunition supports ATKs commercial ammunition business international program efforts

and other business not directly associated with the RFAAP contract



Integrated Weapon Systems

The divWkui proauces mediuriu-caliber chain guns and is system integrator and designer of

medium-caliber ammunition for integrated gun systems gLobally These un systems are used on

variety of ground cdmbat vØhkles helicopters ana rihval vesselst including the Bradley Fighting Vehicle

Light Armored Vehicle coastal pitrol craft and Aache helicopter To date the division has supplied

more than 15000 medium caliber gun systems to the mihtaiy and allied forces worldwide New

products include link fed variant of th Apache gun system

Small-Caliber Systems

Since 2000 ATK has operated the Lake City Army Ammunition plant LCAAPin

Independence MO In fiscal 2012 the Company produced approxinately 1.5 billiQn rounds of small-

caliber ammunition in the facility ATK is currently under contract with the Army to perate the

LCAAP until September 2013 The pnme contract at Lake City which includes modernization

accounted for approximately 15% of ATKs total revehue in fiscal 2012 The division also provides

non.NATO munitions and weapons systems to the U.S Army ôr use securiy forces in Afanista

Missile Próduºts

Missile Products4 which generated 15% of ATKs external sales in fiscal 20l2ç is leader in tacticaI

solid rocket notor development wid production for variety of air- sea- and land-based systems The

group sçrves variety of domestic and international customers in the defense aerospace4 security and

energy markets in either prime contractor partner or supplier role Missile Products is home to

ATKs missile defense interceptor capabilities airborne missile warning systems advanced fuzes and

defense electronics The group is developing-the U.S NavysAdvanced Anti-Radiation Guided Missile

AARGM and the Multi-Stage Super Sonic Missile MSST as well as advanced air-breathing

propulsiOn sytems and special
IhisSon airraft for ecialized apRications 1he following is

descripiion of the divisions within The group

Defense Electronics Systems

The division provides customers advanced radiation homing missile systems special-mjssion

aircraft missile warning systems and mission support equipment Key prograTis include the AARGM
missile which is undergoing opational testing

and evaluation by the Navy the AAR-47 missIle

warning system used by and allied flxçd and rotor wing aircraft to jefeat incommg missile threats

and the MSST supersonic target
missile for the Navy In July 2011k ATK was awarded contract

by the Navy for the Enginenng and Manufacturin Development phase qf the Jomt and Alliec

Threat Awarenss System JtATAS iiext generation warning system desigiied to enhance aircraft

survivability against man portable air-defene systems small caliber weapons and
rocket-propelled

grenades The division also provides specialmission aircraft that integrate sensofs fire control

equipment and air-to-ground weapons capability for use in counterinsurgency border/coastal

surveillance and security missions

Missile Subsystems Components

The divisioP provides custoiner wh tactical hth peorkiliane solid rocket motor propulsion tfor

variety of siirace and air Tàunched missile systms includipg tietifire Maverick Advanced Medium

Rang Air-to-Aid Misile AMRAAM arid Sidewindr The dlvison is also home to fuzing

sensors for variqus artilery illortar grenade and air-dropped weaons
mefal components fOr1 variouS

mediijm-caliber un and 120mm tank mmumtiOn and producton of specialty compOsite an cemit

strUctures used on mthtar jlatforms
and in ei%ergy applications



Propulsion and Controls

The division provides customers with the third-stage propulsion and the solid divert and attitude

control system SDACS used to guide the kinetic warhead on the Standard Missile SM-3 missile

defense interceptor The division is also home to precision fuzing programs such as the Hard Target

Void Sensing Fuze HTVSF Additional capabilities include the STARTM family of satellite orbit

insertion motors high performance rocket boosters the attitude control motor for NASAs launch abort

system on the Orion crew vehicle and advanced air-breathing propulsion for platforms designed for

Mach flight

Security and Sporting

Security and Sporting which generated 22% of ATKs eterna1 sales in fiscal 2012 develops and

produces ammunition and accessories sold to sporting law enforcement U.S Government and

international markets The following is description of the divisions within the group

Accessories

The division includes ATKs accessories product lines such as reloading equipment gun care

products targets and traps riflescopes and mounts and binoculars These products are marketed under

number of well-know brand names including RCBS Outers Shooters Ridge Weaver Optics

and Alliant Powder This division also produces tactical systems and equipment to the armed forces

and allies special operations -forces and law enforcement both domestic and international These

products are marketed under well-known brandnames including BLACKHAWK and Eagle

Ammunition

The division develops and produces ammunition for the sport hunting/sport enthusiast markets It

also produces ammunition for the local law enforcement U.S Government and international markets

The divisions Federal Premium line of ammunition enjoys market-leading position Additional

brands include Fusion Estate Cartridge Cd and Speer

Fiscal 2013 Operation Structure

Beginning in fiscal 2013 ATK commenced operations in three-group structure As result of this

realignment ATKs three operating segments are

Aerospace Group consisting of the current aerospace structures space systems operations and

structures and components businesses

Defense Group consisting of the former Armament Systems and Missile Products businesses

Sporting Group consisting of the current accessories and commercial ammunition businesses

The fiscal 2013 realignment is not reflected in the information contained in this report

Customers

Our sales come primarily from contracts with agencies of the U.S Government and its prime

contractors and subcontractors As the various U.S Government customers including the U.S Army

U.S Navy NASA and the U.S Air Force make independent purchasing decisions we do not generally

regard the U.S Government as one customer Instead we view each agency as separate customer



Sales by customer were as follows

28%
12%

10%
6%
9%

65%
35%

100%

30%
11%
13%

7%
7%

68%
329

.100%

28%
11%

18%
7%
5%

69%

100%

U.S Government

Fiscal sales

2012 $2992 million

2011 3281 million

2010 3333 million

Our reliance on U.S Goveniment contraºts entails inherent benefits and risks including those

particular to the aerospace and defense industry We derived approximately 15% of our total fiscal

sales from the military small-caliber ammunition contract at Lake City No other single contract

contributed more than 10% of our sales in fiscal 2012 Our top five contracts accounted for

approximately 27% of fiscal 2012 sales

The breakdown of our fiscal 2012 sales to the Government as prime contractor and

subcontractor was as follows

Sales as prime contractor 65%
Sales as subcontractor 35%

Total 100%

No single customer other than the U.S Gdernment customers listed above accounted for more

than 10% of our fiscal 2012 sales

Foreign sales for each of the last threefiscal
years are summarized below

Percent of

Fjscaj Foreiga sales sales

2012 $703 million 15.2%

2011 695 million 14.3%
2010 632 million 13.1%

Sales to foreign governments must be approved by the US Department of Defense DoD axid

the U.S State Department or the U.S Commerce Department Our products are sold directly to

U.S allies as well as through the U.S Government Approximately 26% of these sales were in

Aerospace Systems 43% were in Armament Systems 13% were in Missile Products and 18% were in

Security and Sporting Sales to no individual country outside the United States accounted for more

than 4% of ATKs sales in fiscal 2012

Percent of .Sles

For Fiscal Years Ended

2012 ZOll 2010

Sales to

U.S Arny
U.S Navy
NASA
U.S Air Force

Other U.S Government customers.

Total U.S Government customers

Commercial and foreign custonters

Total

Sales to U.S Government and its prime contractors during the last three fiscal
years were as

follows

Percent of

sales

85%
68%
69%



Our major law enforcement customers include large metropolitan police departments the

Department of Homeland Security the Federal Bureau of Investigation and the U.S Secret Service

Major customers of our security and sporting business include retailers such as Walmart Cabelas and

Gander Mountain as well as large wholesale ditributors Major commercial aerospace customers

include Airbus S.A.S Rolls-Royce Group plc and General Electric Company

Backlog

Contracted backlog is the estimated value of contracts for wlich we are authorized to incur costs

and orders have been recorded but for which revenue has not yet been recognized The total amount

of contracted backlog was approximately $6.1 billion and $6.5 billion as of March 31 2012 and 2011

respectively Included in contracted backlog as of March 31 2012 was $1.4 billion of contracts not yet

funded consisting primarily of the SLS program which is discussed above Approximately 47% of

contracted backlog as of March 31 2012 is not expected to be filled within fiscal 2013

Total backlog which includes contracted backlog plus the value of unexercised options was

approximately $6.3 billion as of March 31 2012 and $6.7 billion as of March 31 2011

Seasonalitiy

Sales of sporting ammunition have historically been lower in our first fiscal quarter Our other

businesses are not generally seasonal in nature

Competition

Our aerospace and defense businesses compete against other U.S and foreign prime contractors

and subcontractors many of which have substantially more resources to deploy than we do in the

pursuit of government and industry contracts Our ability to compete successfully in this environment

depends on number of factors including the effectiveness and innovativeness of research and

development programs our ability to offer better program performance than our competitors at

lower cost our readiness with respect to facilities equipment and personnel to undertake the programs

for which we compete and our past performance and demoistrated capabilities Additional information

on the risks related to competition can be found under Risk Factors in Item 1A of this report

Our Security and Sporting business competes against manufacturers with well-established brand

names and strong market positions key strategy in these highly competitive markets Is the consistent

flow of new and innovative products also attempt to control operating costs paiticularly fOr raw

materials since retail consumer purchasing decisions are often driven by price Enhanced produØt

performance is especially important to our law enforcement customers as they rely on our products to

protect and serve the public

ATK generally faces competition from number ofcOmpetitors in each business area although no

single competitor competes along all of ATKs segments ATKs principal competitors in each of its

segments are as follows

Aerospace Systems Aerojet-General Corporation subsidiary of GenCorp mc Kilgore Flares

Company LLC subsidiary of Chemring North Amencan Pratt Wiutney Rocketdyne mc
subsidiary of United Technologies Corporation Orbital Sciences Corporation General Dynamics

Integrated Space Systems Sierra Nevada Corporatioli AASC GKN plc Vought Aircraft

Industries Inc division of Triumph Group Applied Aerospace Structures Corporation Ball

Aerospace Technologies Corporation subsidiary of Ball Corporation Keystone ARDE of

United Technologies Corporation and SpaceX

Armament Systems General Dynamics Corporation BAE Systems Raytheon Company and

various international producers of ammunition and guns



Missile Products Aerojet-General Corporation subsidiary of GenCorp Inc General Dynamics

Corporation Lockheed Martin Corporation Raytheon Company Pratt Whitney Space and

Missile Propulsion subsidiary of United Technologies Corporation The Boeing Company L-3

Communications Corporation Northrop Grumman Corporation BAE Systems AAR Corp
Goodrich Corporation Nammo AS and Science Applications International Corporation SAIC

Security and Sporting Winchester Ammunition of Olin Corporation Remington Arms and

various smaller manufacturers and importers including Hornady Black Hills Ammunition Wolf

Rio Animui1iticn Fiocchi Ammunition and Selliers Belloitt

Research and Development

We conduct extensive research and development RD activities Company funded RD is

primarily for the development of next generation technology Customer-funded RD is comprised

primarily of activities we conduct under contracts with the U.S Government and its prime contractors

RD expenditures in each of the last three fiscal years were as follows

Company-funded Customer-funded

Research and Research and

Fiscal Development Development

2012 $66.0 million $598.1 million

2011 65.0 milLion 688.1 million

2010 75.9 million 773.3 million

Raw Materials

We use broad range of raw materials in manufacturmg our products including aluminum steel

copper.lea4 graphite fiber cotton linters epoxy resins zinc and adhesives We monitor the sources

from which we purchase these materials in an attempt-to ensurç there are equate supplies to support

our operations We also monitor the price of materials pariicularly commodity metals like copper

which bave fluctuated dramatically over the past severaj years

We procure these materials from variety of sources In the case of our government contracts we

are often required to purchase from sources approved by the U.S DoD When these suppliers or

others choose to eliminate certain materials we require from their product offering we attempt to

qu1ify Qther suppliers or replacement materials to ensure there re no disruptions to our operations

Add4tional information on the risks related to raw mateials can be found under Risk Factors in

Item lA of this report

Intellectual Property

As of March 31 2012 we owned 524 U.S patents and 200 foreign patents We also had

approimately 200 U.S patent applications and approximately 151 foreign patent applications pending

Although we manufacture various products covered by patents we do not believe that any single

existing patent license or group of
patents

is material to our success We believe that unpatented

research development and engineering skills also make an important contnbution to our busmess The

Government typically receives royalty-free licenses to inventions made under Government

contracts Consistent with our policy to protect proprietary information from unauthonzed disclosure

we ordinarily require employees to sign confidentiality agreements as condition of employment

As many of our products are complex and involve patented and other proprietary technologies we

face risk of claims that we have infringed upon third-party intellectual property rights Such claims

could result in costly and time-consuming litigation the invalidation of intellectual property rights or

increased licensing costs



Regulatory Matters

U.S Governmental Contratts-

We are subject to the procurement policies and procedures set forth in the Federal Acquisition

Regulation FAR The FAR governs all aspects of government contracting including competition

and acquisition planmng contracting methods and contract types contractor qualificapons and

acquisition procedures Every government contract contains list of FAR provisions that
rpust

be

complied with in order for the contract to be- awarded The FAR provides for regular audits and

reviews of contract procurement performance and administration Failure to comply with the

provisions of the FAR could result contract termination

The -U.S Government may terminate its contracts with its suppliers either for convenience or in

the event of default as result of our failure to perform under the applicable contract If cost-plus

contract is terminated for convethence we are entitled to reimbursement of our approved costs and-

payment tota fee proportionate to- the percentage of the work coippleted under the contract If

fixed puce contract is termated for convenine we are entitled to payment for items delivered to

and accepted by the Goverum.ent and fair compensation for work performed plus the costs of

settling
and paying clalms by terminated subcontractors other settlement expenses and reasonable

profit on the costs incurred or committeçl If contract termmation is for dealt4 we are paid an

amount agreed upon for completed and partially completed products and services accepted by the 111.5

Government- and -may -be liable to the U.S Government for repayment of- any advance payments and

progress paymenth related to the terminated portions of the contract as well as eicess cOsts incurred by

the U.S Government in procuring undellvered items from another souAddItionaF-information on

the nsks related to government contracts Øan be Ibund under Risk Factors in Iteffi 1A Of this report

We also must comply with U.S and foreign laws governin the export of munitions and other

controlled products and conirnodities These include regulations relating to inört.expoft control

exchange controls the- Foreign Corrupt Practices Act and the anti-boycott provisiàns of the U.S

Export Administration Act

Envfronnzentai

Our operations are subject to number of federal state and local environmental laws and

regulations that govern the discharge treatment storage remediation and disposal of certan materials

and wastes and restoration of damages to- the environment -Cdrnpliance with these laws nd
regulations is aresponsibility we takeser-iously We beliCve that forward-looking proper and-.
cost-effective .management of air land azd waterresources iSvital toihe long-term sccess of Our

business Our environmental poliŁy identifies key objectives for impleienting this commitment

throughout our operations Additional information on the risks related to environmental matters can be

found under Risk Factors in Item 1A of this
report

Employees

Asqf March 31 2012 ATK had approximately 17000 employees Less than 10% 9f these

employees were covered by collective bargainiqg agreeipents The 1majory of repfese4ted employees

worJ at three loattons Two of the major collective bargaupg agreemepts havc terms that expirç

calendar 2012 One contract wilt be reneptiated the othei contract wjll expe and be renegotiated by

the successor company that will operate the Radford facility following the expiration of ATKs contract

to operate that facility and three other contracts expire in calendar 2013



Executive Officers

The following table sets forth certain information with respect to ATKs executive officers as of

May 2012

Name Age Title

Mark DeYoung 53 President and Chief Executive Officer

Neal Cohen 52 Execitive Vice President and Chief Financial Officer

Steven Cortese 50 SeniOr Vice President Washington OperatiOns

Ronald Johnson 49 Semor Vice President and President Sportmg Group
Michael Kahn 53 Senior Vice PrØsident and President Defene Qóuk
Blake Larson 52 Senior Vice President and President Aerospace Group

Debqrah Moeschl 53 Vice President and Interim Gerie.ral Counsel

Christine Wolf 52 Senior Vice President Human Resources

Exch of the above individuals serves at the pleasure the Board Of Directors aid is subject to

reelection annually On the date of the Annual Meeting of Stockholders No family relationship
exists

among any of the executive officers or among any of them and any director of ATK There are no

outstandmg loans from ATK to any of these individuals Information regarding the einpldyment history

in each case with ATK unless otherwise indicated of each of the executive dfficets is set forth below

MarkW.DeYoung has served in his present position since February 2010 From 2006 toFebruay

2010 lie was Senior Vice President and President Armament Systems From 2004 to 2006 lie was

Senior ViceERresidentAninlunition Systems From 2002 to 2004 be was Group Vice President

nrnunitionSystens From 2001 to 2002 he was President Ammunition and Related Products Before

that he was President Lake City Ammunition

NealSGoIzen1has held his position since joining ATK in 1ebruary 2012 Prier to joining ATK he

was Presidentand Chief Operating Officer of Laureate Education Inc .globalprovider of private

post-secondary education from 2008 to 2011 Before that he was an executive officer of Northwest

Airlines Inc serving as Executive Vice President Strategy and International and also as Chief

Executive Officer Regional Operations from 2007 to 2008 and as Executive Vice President and Chief

Financial Officer from 2005 to 2007 From 2002 to 2004 Mr Cohen was Executive Vice President and

Chief Financial Officer of Airways

Steven Cortese has held his present position since joining ATK in October 2006. Prior to joining

ATK he served as Vice President Programs and Budgets for Lockheed Martin Washington Operations

from 03 to .2006 Prior that he served the U.S Senate Appropriations Committee ma number of

key staff leadership posts from 1986 to 2003 including Minority and Majority Staff Director for the full

committee

Ronald Johnson has held his present position since April 2010 From 2004 to March 2010 he

was the Vice President and General Manager of Commercial Products Prior to joining ATK in 2001

he was Vice President of Finance Controller and Vice President of Logistics for Blount International

Michael Kahn has held his present position since April 2012 From August 2010 through

March 2012 he served as the Senior Vice President of Missile Products Group From 2009 to August

2010 he was Executive Vice President Aerospace Systems From 2008 to 2009 he was Vice President

and General Manager Launch Systems and from 2001 to 200 he was Vice President Space Lauhch

Systems Prior to that he held number of leadership positions across vanety of programs and

operations of the Company

Blake Larson has held his present position since April 2010 From 2009 to March 2010 he was

Senior Vice President and President Space Systems From 2008 to 2009 he was Executive Vice

President Space Systems and General Manager Spacecraft Systems from August 2008 to January 2009
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From 2006 to 20Q he was Executive Vice President of Mission Systems Group From 2005 to 2006 he

was Senior Vice President and President Advanced Propulsion and Space Systems From 2004 to 005
he was Vice President and General Manager Space Systems. From 2003 to 2004 he was Executive Vice

President Ordnance and Ground Systems He served as President Precision Fuze Company from 2000

to 2003

Deborah Moeschl has held the position of Vice President and Interim General Counsel since

May 2012 Since April 2012 she has also served A1Ks grotip counsel for the Defense Group
From 2004 to 2012 she was Assistant General Counsel and Vice President Armament Systems From
2003 to 2004 she was Assistant General Cciühsel and Vice President Aniiæuæitiôn and Related

Products Prior to that she served in various legal positions at ATK

Christine Wolf has held her present position since March 2011 She has nearly 30 years of

experience in the Human Resources field Prior to joining ATK she was the Senior Vice President and

Chief Human Resources Officer for Fannie Mae from 2008 to March 2011 Prior to that she was the

Chief Human 1esources Officer for Efrade from 2004 to 2008

Available Information

You can find reports pur company filed with the Securities nd Exchange CommissionSEC
on our Internet site at www.atk corn under the Investor Relations heading free of charge These

include our annual report on Form 10 quarterly reports on Form 10-Q current reports on

Form 8-K and any amendments to those reports filed or furmshed pursuant to Section 13a or 15d
of the Securities Exchange Act of 1934 we ipake these reports available as soon as reasonably

practitable after they are electroiucally filed with or furmshed to the SEC

You can also obtain these reports from the. SECs Public Reference Room which is located at

100 Street NE Washington D.C 20549 Information on the operation of the Public Reference Room

is available by phone 800 SEC 0330 or on the Internet www sec gov This site contäms reports

proxy and information statements and other information regarding issuets that file electronically with

the SEC

ITEM 1A RISK1ACTORS

ATK is subject to number of risks including those related to being U.S Government

contractor Some of the risks lacing ATK at discussed below

ATKs business could be adversely impacted by reductions or changes in NASA or U.S Government miitaiy

spending

As the majority of ATKs sales are to the U.S Oovernment ad its prime contractors ATK
depends heavily on the contracts underlying theseprograms Significant portions of ATKs sales come

from small number of contracts ATKs top five contracts all ofwbicb are contracts with the U.S

Government accounted for approximately 27% of fiscal 2012 sales4 ATKs military small-caLiber

ammunition contract contributed approximately 15% of total fiscal 2012 sales The loss or signiicant

reduction of material program inwhich ATK participates could have material adverse effect on

ATKs operating results financial condition or cash flows

ATKs small-caliber ammunition operations for the military and allies are conducted at

the Lake City Army Ammunition Plant LCAAP or Lake City in Independence Missouri Lake

City is the Armys printhpal small caliber ammunition production facility and is the primary supplier of

the militarys small caliber ainmutiltion needs ATK took over operation of this facility on April

2000 and is responsible for the opetation and manement including leasing excess space to third

parties in the private sector AtK is durrently operating under four-year supply cdnträct with the U.S
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Army às the priiiiary supplier of small-caliber ammUflitiOn to the U.S DOD for both fts traihin and

tactical neØds Prothction on thiLcnnttact is expecŁd to continue ufltil September201 ThrOughthe

end of the current cotitract ATK will con plete government fundeti projects fr mod6nilzatioft of the

fadiinj ATK also ha faciities.utontract fOr the plant That epire April 2O25 1thugh the

facilities-use contract expires 11
years

after the plant production contract if the plant production

contract is not renewed ATK belieies U.S Army would relieve ATh çí all of its obligaçipns qnder

the facilities use contrct FuLur ATK production under this cntrict or leyels of gpvernment spending

capnot be predicted with certainty Foi pqtential risks associated with the Lake City contjact

competition see the risk factor on cqmpetition disctssed telow

Congress and the President signed the NASA Authorization Act October 2010 that directed the

development of Space Launch System Consistent syit the NJ.SA Authorizatiop ftct te Presieiits

GFY 2012 b%idget released Febr.iaiy 2011 identfied funding for the replacement to ConsteJlo
crew launch vehicle designated the Space Launch System çLS Congress directçd that to tb

maximum extent possible the SLS should utilize iardware developed for the Consteilation program1

On September 14 2011 NASA and key legislative leaders jointly announced the baseline design for

SLS ATKs five-segment solid rocket motors were selected as the propulsion systefpr 4ie first.two

SLS test flights 2017 and 2021 At the same time NASA announced that it will hold competition

for the fmal design of the propulsion system for SLS Which ATK will be ehgible to participate

On November 18 2011 14ident Qbaina signed the GY 012 Ni.SA Appropnatiois billwlicb

provided $1 billion for the SLS lu legislation further specified the configuration of the Heavy

Vehicle consistent with the September 14 01i annoulicelppnt by the NASA Adininistrator on the SS
configuration The Presidents 1budget for government fiscal 2Q13 includes stable funding iequest

for SLS for GFY13 through GFY17 Congress will determine the GFY13 funding level for NASA as

well as the amount of the lme item in NASAs budget for the SLS progrliffi

In fiscal 2012 NASA saks relating to the SLS contracts were approximately $283 million Ad as of

March 31 2012 ATh had approxinlately

$54 million of billed and unbilled receivables directly related to the program

$80 million of net property plant and equipment and other assets relate4l to4hq SLS an4 9ther

contracts and

$518 million of goodwill recorded related to the Space Systems Operatipns repoçting umt

All of these assets would be subject to impairment testing if significant changes are made to the

SLS prograM and related cmtracts in futurperiods

U.S Government contracts are also dependent on the continuing availability of Congressional

appropriations Cocgtess usually appropriate funds for given program on fiscal year basis even

though coiitract performance may tak morethan one .yeni As result at the outtt of major

program the contract Is usually iittemena1ly tided and additional monies arenormaily coiffinitted

to the contkact by the proburiagagency only aS Congress makes appripriations for future fiscal yeait

In August 2011 Congress passed the Budgdt Control Act BCA which set ceilings for total defeiise

and non-defense spending in U.S governmentfisal years
2012 and 2G1 Those llthitswcre reflected in

the enacted fiscal year 2012 Department of Defense Appropriations Act and thePresldents Btdget

Reuestsfor the Department of pefense for fiscal.year 2013 The .BCA 1sp estai1isiied cquestration

baselme of total federal spending for ten-year period assuming reductions ii defense endmg of

$487 bilhon when compard to tl ten ear forecast submitted with the fiscal yer 2012 rcsidents

B%idget Request for tle Department of Defene lailure by congress fulfill thOf cIelcit reduction

targets et in the I3CA will result in the se9uestratiou
of funds ii each of the specified fiscal yers to

meet the total spending reduction trget established by law That sequestration if fully implemented

12



over the ten-year period could reduce funds available to the Department of Defense by up to

$500 billion more than the reductions already assumed in the BCA

If sequestration were triggered by an absence of enacted legislation meeting the conditions of the

BCA or otherwise mitigating sequestration the Department of Defense would be compelled to reduce

obligations for each appropriated item within its budget Such reductions would likely result in the

termination modification or restructuring of procurement and services contracts currently in effect

Department of Defense officials have testified to Congress that they have not commenced planning for

sequestration or developing contingency plans to mitigate its impact If sequestration were to occur in

fiscal year 2013 most U.S Government contracts will be subject to modification if funding is changed

Any failure by Congress to appropriate additional funds to any program in which ATK participates or

any contract modification as result of funding chnges or sequestration could materially delay or

terminate the program This could have material adverse effect on ATKs operating results financial

condition or cash flows

ATKs contract to develop solid rocket boosters for NASAs SLS Heavy Lift Vehicle HLV could

be impacted by sequestration in fiscal 2013 NASA will have greater discretion in allocating

sequestration reductions due to the cost-plus nature of many NASA contracts and the different baseline

for sequestration that affords NASA greater ability to set program priorities

ATK is subject to intense competition and therefore may not be able to compete successfully

ATK encounters competition for most contracts and programs Some of these competitors have

substantially greater financial technical marketing manufacturing distribution and other resources

ATKs ability to compete for these contracts depends to large extent upon

its effectiveness and innovativeness of research and development programs

its ability to offer better program perfotmance at lower cost than the Łompetitors

its readiness with respect to facilities equipment and personnel to undertake the programs for

which it competes and

its past pcrformance and demonstrated capabilities

In some instances the U.S Government directs program to single supplier In these cases

there may be Other suppliers who have the capability to compete for the programs involved but they

can only enter or reenter the market if the U.S Government chooses to open the particular program to

competition ATKs sole-source contracts accounted for 32% of U.S Government sales in fiscal 2012

and include the following progEams RSRM Space Shuttle boosters SLS frident II missiles

Minuteman III Propulsion Replacement Program Advanced Medium-Range Air-to-Air Missile

Hellfire Sensor Fuzed Weapon propulsion systems multi-purpose tank ammunition rounds tank

ammunition the AAR-47 missile warning system Javelin launch tubes SM-3 Solid Divert and Attitude

Control Systems and Third Stage Rocket MotOrs STAR Motors Advanced Anti-Radiation Guided

Missi4e AARGM Mobile Ground-to-Ah Radar Jamming System Spider barrier system and the

Individual Semi-Automatic Airburst System ISAAS
In the commercial ammunition and accessories markets ATK competes against manufacturers that

have well-established brand names and strong market positions Competitive responses to market

dynamics and commodity cost fluctuations could impact the marketplace and cause adverse impacts to

ATK financial results

The downsizing of the munitions industrial base has resulted in reduction in the number of

competitors through consolidations and departures from the industry This has reduced the number of

competitors for some contracts and programs but has strengthened the capabilities of some of the

remaining competitors In addition it is possible that there will be increasing competition from the
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remaining competitors in business areas where they do not currently tompete particularly in those

business areas dealing with electronics

ATK submitted its proposal for the continued operation of the LCAAP on Januaiy 23 2012 in

response to competitive solicitation issued by the U.S Army The contract is eipected to be awarded

in the fall of 2012 ATK is currently under contract with the U.S Army to operate the LCAAP until

September 2013 Loss of the Lake City contract would reduce Armament Systems and .ATKs sales and

profit The prime contract at Lake City which includes modernization accounted for apptoximately

15% of ATKs total revenue fiscal 2012

On September 14 2011 NASA and key legislative leaders jointly announced the baseline design

for SLS ATKs five segment solid rocket motors were selected as the propulsion system for the first

two SLS test flights 2017 and 2021 At the same time NASA announced that it will hold

competition in 2015 for the final design of the propulsion sysiem for SLS in whicli ATIC will be eligb1e

to participate

ATK may not be able to react to increases in its costS due to the nature of its Government contracts

ATKs Government contracts can be categorized as either cost plus or fixed price

Cost-Plus Contracts Cost-plus contracts are cost-plus-fixed-fee cost-plus-incentive-fee or

cost-plus-award-fee cOntracts Cost-plus-fixed-fee contracts allow ATK to recover its approved costs plus

fixed fe ostplus-incentive-fee contracts and cost-plu-award-fee contracts allow ATK to rever its

approved costs plus fee that can fluctuate based on actual results as compared to contractual targets

for factors such as cost quality schedule and performaIce The award or incentive fees that are

typically associated with these programs are subject to uncertainty and may be earned over extended

periods In these cases the associated finanial risks areprimarilyIn lower profit rate or program

cancellation if cost schedule or technical perforpane issues arise

Fired-Price Contracts Fixed-price contracts are firm-fixed-pdce fixed-price-incentive or fixed-

price-level-of-effort contracts Under firm-fixed-price contracts ATK agrees to perform certain work for

fixed price and absorb any cost underruns or overruns Fixed-price-incentive contracts are fixed-price

contracts under which the final contract price may be adjusted based on total fitlal costs compaied to

total target cost and may be affecjed ty schedule and performance Fied-price-leve1-of-effoct contracts

allow for fixed price per labor hour subject to contract cap All fixed-priee contrats present the.

inherent risk of unreimbursed cost overruns If the initial estimates wd to calctilate the contract pricç

and the cost .4o perform the work prove to be incorrect there could be material adverse effect on

operating results financial.condition or cash flows In addition some contracts have specific provisions

relating to cost schedule and performance If ATK fails to meet the terms speciuiedin those contracts

the cost to perform the work could increase or ATKs price couldbe reduced which would adversely

affect the Companys financial condition The U.S Government also regulates the accounting methods

unde wbich costs are allocated to U.S Government contracts

The ftulowmg table sumnlanzes how much each of these types of contracts contributF to ATKs
U.S Government business in fiscal 2012

Cost plus contracts

Cost-pius-fixed-fee 14%

Cost-plus-incentive-fee/cost-plus-award-fee 22%

Fixed-price contracts

Firm fixed pnce 64%

Total 100%
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ATK uses estimates in accounting for its programs Changes in estimates could affect ATKs financial results

Contract accounting requires judgment relative to assessing risks estimating contract revenues

including the impact of scope change negotiations estimating program costs and making assumptions
for schedule and technical issues Due to the size and nature of many of ATKs contracts the

estimation of total revenues and cost at completion is complex and subject to many variables

Assumptions are made regarding the length of time to complete the contract because costs also include

expected increases in wages and prices for materials Similarly many assumptions are made regarding

the future impacts of such things as the business base efficiency initiatives cost reduction efforts and

contract changes and claim recovery Incentives or penalties related to performance on contracts are

considered in estimating revenue and profit rates and are recorded when there is sufficient information

to assess anticipated performance Estimates of award and incentive fees are also used in estimating

revenue and profit rates based on actual and anticipated awards

Because of the significance .of the judgments and estimation processes described above it is likely

that materially different amounts could be recorded if ATK used different assumptions or if the

underlying circumstances were to change Changes in underlying assumptions circumstances or

estimates may adversely affect future period financial performance Additional information on ATKs
accounting policies for revenue recognition can be found under Managements Discussion and

Analysis of Financial Condition and Results of Operations in the section titled Critical Accounting
Policies in Item of this report

ATKs U.S Government contracts are subject to termination

ATK is subject to the risk that the U.S Government may terminate its contracts with its suppliers

either for convenience or in the event of default by the contractor If cost plus contract is

terminated the contractor is entitled to reimbursement of its approved costs If the contractor would

have incurred loss had the entire contract been performed then no profit is allowed by the U.S
Government If the termination is for convenience the contractor is also entitled to receive payment of

total fee proportionate to the percentage of the work completed under the contract If fixed-price

contract is terminated the contractor is entitled to receive payment foritems delivered to and accepted

by the U.S Government If the termination is for convenience the contractor is also entitled to receive

fair compensation for work performed plus the costs of settling and paying claims by terminated

subcontractors other settlement expenses and reasonable profit on the costs incurred or committed
While the contractor is entitled to these claims under either type of contract there can be no assurance

that these amounts will be recovered If contract termination is for default

the contractor is paid an amount agreed upon for completed and partially completed products

and services accepted by the Government

the U.S Government is not liable for the contractors costs for unaccepted items and is entitled

to repayment of any advance payments and
progress payments related to the terminated

portions of the contract and

the contractor may be liable for excess costs incurred by the U.S Government in procuring

undelivered items from another source

ATK could experience change or reduction in demand for commercial ammunition

In recent years ATK has seen significant incretse in demand for commercial ammunition

Although ATK services broad base of customers there is no assurance the recent growth rate can be

sustained which could have an impact on the Companys operating results In addition further shift

in consumer demand toward lower-margin products could have an adverse impact on the companys

operating results
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ATK is exposed to risks associated with expansion into commercial maietc

ATKs long-term business growth strategy includes expansion into markets such as commercial

aerospace structures.Such efforts involve number of risks including increased capital expenditures

market uncertainties schedule delays performance risk extended payment terms diversion of

management attention additional credit risk associated with new customers and costs incurred in

competing With companies with strong braild names and market positions An unfavorable event or

trend in any one or more of these factors could adversely affect ATKs operating results financial

condition or cash flows

The level of returns on pension and postretirement plan assets changes in interest rates and other factors

could affect ATKs earnings and cash flows

ATKs earnings may be positively or negatively impacted by the amount of expense or income

recbrded for employee benefit plans primarily pension plans and other postretirement plans Genela1ly

accepted accounting principles GAAP in the United States of America require ATK to calculate

income or expense for the plans using actuarial valuations These valuations are based on assumptions

made relating to financial market and other economic conditions Changes in key economic indicators

can result in changes in these assumptions lie key year-end assumptions used to estimate pension and

postretirement benefit expense or income for the following year are the discount rate the expected

long-term rate of return on plan assets the rate of increase in future compensation levels mortality

rates and the health care cost trend rate ATK is required to remeasure its plan assets and benefit

obligations annually which may result in significant change to equity through other comprehensive

income loss ATKs pension and other postretirement benefit income or expense can also be affected

by legislation or other regulatory actions Additional information on how ATKs financial statements

can be affected by pension plan accountmg policies can be found under Managements Discussion and

Analysis of Financial Condition and Results of Operations in the section titled Cntical Accounting

Policies in Item of this report

International sales are subject to greater
risks that sometimes are associated with doing businets in foreign

countries

Over the next several years ATK intends to focus on the expansion of our business into

interiational markets In fiscal 2012 approximately 15% of ATKs sales were to foreign customers

compared to 14% in the prior year ATKs international business may pose greater risks than its

business in the United States because in some countries there is increased potential for changes in

economic legal and political environments ATKs international business is also sensitive to changes in

foreign governments national priorities
and budgets International transactions frequently

inolve

increased financial and legal risks arising from foreign exchange rate variability and differing legal

systems and customs in other countries In addition some international customers require contractors

to agree to offset programs that may require in-country purchases or manufacturing or financial

support arrangements as condition to awarding contracts The contracts may include penalties in the

event the Company fails to perform in accordance with the offset requirements An unfavorable event

or trend in any one or more of these factors could adversely affect ATKs operating results fmancial

condition or cash flows Foreign sales subject ATK to numerous stringent
U.S and foreign laws and

regulations including regulations relating to import-export control exchange controls the Foreign

Corrupt Practices Act and the anti-boycott provisions of the U.S Export Administration Act Failurd to

comply with these laws and regulations could result in material adverse consequences to ATK
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Other risks associated with U.S Government contracts may expose ATK to adverse consequences

In addition like all U.S Government contractors ATK is subject tO risks associated with uncertain

cost factors related to

scarce technological skills and components

the frequent need to bid on programs in advance of design completion which may result in

unforeseen technological difficulties and/or cost overruns

the substantial time and effort required for design and development

design complexity

rapid obsolescence and

the potential need for design improvement

ATK has substantial amount of debt and the cost of srvicing that debt could adversely affect ATKs

business and hinder ATKs ability to make payments on its debt

As of March 31 2012 ATK had total debt of $1.3 billion In addition.ATK had $175.8 million of

outstanding but undrawn letters of credit and taking into account these letters of credit an additional

$424.2 million of availability under its revolving credit facility Additional information on ATKs debt

can be found under Liquidity and Capital Resources in Item of this report

ATK has demands on its cash resources in addition to interest and principal payments on its debt

including among others operating expenses ATKs level of indebtedness possible interest rate

increases and these significant demands on ATKs cash resources could

make it more difficult for ATK to satisfy its obligations

require ATK to dedicate substantial portion of its cash flow from operations to phyments on

its debt thereby reducing the amount of cash flow available for working capital capital

expenditures acquisitions share repurchases dividends and other general corporate purposes

limit ATKs flexibility in planning for or reacting to changes in the defense and aerospace

industries

place ATK at competitive disadvantage compired to competitors that have lower debt service

obligations and significantly greater operating and financing flexibility

limit along with the financial and other restru.flve covenants applicable to ATKs indebtedness

among other things ATKs ability to borrow additional funds

increase ATKs vulnerability to general adverse economic and industry conditions and

result in default event upon failure to comply with financial covenants contained in ATKs
senior credit facilities which if not cured or waived could have material adverse effect on

ATKs business financial condition or results of operations

ATKs ability to pay interest on and repay its long term debt and to satisfy it other liabilities will

depend upon future operating performance and A1K ability to refinance its debt as it becomes due

ATKs future operating performance and ability to refinance will be affected by prevailing economic

conditions at that time and financial business and other factors many of which are beyond ATKs
control
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If ATK is unable to service its indebtedness and fund operating costs ATK will be forced to adopt

alternative strategies that may include

reducing or delaying expenditures for capital equipment and/or share repurchases

seeking additional debt financing or equity capital

selling assets or

restructuring or refinancing debt

There can be no assurance that any such strategies could be implemented on satisfactory terms if

at all

ATKs business could be negatively impacted by security threats and other disruptions

As defense contractor ATK faces certain security threats including threats to its information

technology infrastructure and unlawful attempts to gain access to its proprietary or classified

information ATKs information technology networks and related systems are critical to the smooth

operation of its business and essential to its ability to perform day-to-day operations Loss of security

within this critical operational infrastructure could disrupt ATKs operations require significant

management attention and resources and could have material adverse effect on ATKs performance

ATK also manages information technology systems for various customers While ATK maintains

information security policies and procedures for managing these systems the Company generally faces

the same security threats for these systems as for its own systems Computer viruses maiware attempts

to gain access to customer data or other electronic security breaches could lead to disruptions in

mission critical systems for ATKs customers unauthorized release of confideiflial or personally

identifiable information and corruption of customer data

These events could damage ATKs reputation and Jead to financial losses from remedial actions it

must take potential liability to custQmers and litigation expenses

Disruptions in the supply of key raw materiaLs and difficulties in the supplier qualflcation process as well as

increases in prices of raw materials could adversely impact ATK

Key raw materials used in ATKs operations include aluminum steel steel alloys copper zinc

lead graphite fiber prepreg hydroxy terminated polybutadiene epoxy resins and adhesives ethylene

propylene diene monomer rubbers cotton fiber wood pulp cellulose diethylether x-ray film

plasticizers and nitrate esters impregnated ablative materials various natural and synthetic rubber

compounds polybutadiene acrylonitrile and ammonium perchlorate ATK also purchases chemicals

electronic electro-mechanical and mechanical components subassŁmblies and subsystems that are

integrated with the manufactured parts for final assembly into finished products and systems

ATK monitors sources of supply to attempt to assure that adequate raw materials and other

supplies needed in manufacturing processes are available As U.S Government contractor ATK is

frequently limited to procuring materials and components from sources of supply approved by the

U.S DoD In addition as business conditions the DoD budget and Congressional allocations change

suppliers of specialty chemicals and materials sometimes consider dropping low volume items from

their product lines which may require as it has in the past qualification of new suppliers for raw

materials on key programs The supply of ammonium perchlorate principal raw material used in

ATKs operations is limited to single source that supplies the entire domestic solid propellant

industry This single source however maintains two separate manufacturing lines reasonable distance

apart which mitigates the likelihood of fire explosion or other problem impacting all production

ATK may also rely on one primary supplier for other production materials Although other suppliers of

the same materials may exist the addition of new supplier may require ATK to qualily the new
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source for use The qualification process may impact ATKs profitability or ability to meet contract

deliveries

Certain suppliers of materials used in the manufacturing of rocket motors have discontinued the

production of some materials These materials include certain insulation and resin materials for rocket

motor cases and aerospace-grade rayon for nozzles ATK has qualified new replacement materials for

some programs For other programs ATK or ATKs customer has procured sufficient inventory to

cover current program requirements and is in the process of qualifying new replacement materials to be

qualified in time to meet future production needs ATKs profitability may be affected if unforeseen

difficulties in developing and qualifying replacement materials occur

ATK is also impacted by increases in the prices of raw materials used in production on commercial

and fixed-price business ATK has seem significant fluctuation in the prices of commodity metals

including copper lead steel and zinc The fluctuating costs of natural gas and electricity also have an

impact on the cost of operating ATKs factories

Prolonged disruptions in the supply of any of ATKs key raw materials difficulty completing

qualification of new sources of supply implementing use ofreplacement materials or new sources of

supply or continuing increase in the prices of raw materials and energy could have material adverse

effect on ATKs operating results financial condition or cash flows

ATK is subject to procurement and other related laws and regulations non-compliance with which may expose

ATK to adverse consequences

ATK is subject to extensive and complex U.S Government procurement laws and regulations

along with ongoing U.S Government audits and reviews of contract prolurement performance and

administration ATK could suffer adverse consequences if it were to fail to comply even inadvertently

with these laws and regulations or with laws governing the export of controlled products and

commodities or commit significant violation of any other federal law These consequences could

include contract termination civil and criminal penalties and under certain circumstances ATKs
suspension and debarment from future U.S Government contracts for period of time In addition

foreign sales are subject to greater variability and risk than ATKs domestic sales Foreign sales subject

ATK to numerous stringent U.S and foreign laws and regulations including regulations relating to

import-export control exchange controls the Foreign Corrupt Practices Act and the anti-boycott

provisions of the U.S Export Administration Act Failure to comply with these laws and regulations

could result in material adverse consequences to ATK

In addition to the regulation-related risks identified above the manufacture sale and purchase of

firearms and ammunitiOn are also subject to extensive governmental regulation on the federal state

and local levels Changes in regulation could materially adversely affect our business by restricting the

types of products we manufacture or sell orby imposing additional costs on us or our customers in

connection with the manufacture or sale of our products Regulatory proposals even if never enacted

may affect firearms or amthuiiition Sales aS result of consumer perceptions While we do not believe

that existing federal and state legislation relating to the regulation of firearms and ammunition had

material adverse effect on our sales no assurance can be given that more restrictive regulations if

proposed or enacted will not have material adverse effect on us in the future
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Novation of US Government contracts involves risk

When U.S Government contracts are transferred from one contractor to another such as in

connection with the sale of business the U.S Government may require that the parties enter into

novation agreement novation agreement generally provides that

the transferring contractor guarantees or otherwise assumes liability for the performance of the

acquiring
contractors obligations under the contract

the acquiring contractor assumes all obligations under the contract and

the U.S Government recognizes the transfer of the contract and related assets

Failure of ATKs subcontractors to perform their contractual obligations could materially and adversely impact

ATKs prime contract performance and ability to obtain future busihess

ATK relies on subcontracts with other companies to perform portion
of the services ATK

provides its customers on many of its contracts There is risk that ATK may have disputes with its

subcontractors including disputes regarding the quality and timeliness of work performed by the

subcontractor customer concerns about the subcontract ATKs failure to extend existing task orders or

issue new task orders under subcontract or ATKs hiring of personnel of subcontractor failure

by one or more of ATKs subcontractors to satisfactorily provide on timely basis the agreed-upon

supplies or perforni the agreed-upon services may materially and adversely impact ATKs ability to

perform its obligations as the prime contractor Subcontractor performance deficiencies could result in

customer termating contract for default default termination could expose ATK to liability and

have material adverse effect on the ability to compete for future contracts and orders

ATKs future success will aepend in part on its ability to develop new technologies and maintain qualified

workforce to meet the needs of its customers

Virtually all of th products produced and sold by ATK are highly engineered and require

sophisticated manufacturing and system integration techniques and capabilities Both the Łommercial

and government markets in which the Company operates are characterized by rapidly changing

technologies The product and program needs of ATKs government and commetcial customers change

and evolve regularly Accordingly ATKs future performance in
part depends On its ability to identify

emerging technological trends develop and manufacture competitive products ami bring those

products to market quickly at cost-effective prices In addition because of the highly specialized nature

of jts business ATK must be able to hire anq retain the skilled and appropriately qualified personnel

necessary to perform the services required by its customers ATKs operatmg results fmancial

condtion or cash flows may be adversely affected if it is unable develop new products that meet

customers changing needs or successfully attract and retam qualified personneL

Due to the volatile and flammable nature of its products fires or explosions may dirupt ATAs business

Many of ATKs products involve the manufacture and/Or handling of variety of explosive and

flammable materials From time to time these activities have resulted in incidentswhich have

temporarily shut down or otherwise disrupted some manufacturing processes causing production delays

and resulting in liability for workplace injuries and fatalities ATK has safety and loss prevention

programs which require detailed pre-construction reviews of process changes and new operations along

with routine safety audits of operations involving explosive materials to mitigate such incidents as well

as variety of insurance policies However ATK cannot ensure that it will not experience similar

incidents in the future or that any similar incidents will not result in production delays or otherwise

have material adverse effect on its results of operations financial condition or cash flows
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ATK is subject to environmental laws and regulations that govern both past practices and current compliance

which may expose TK to adverse consequences

ATKs operations and ownership or use of real property are subject to number of federal state

and local environmental laws and regulations including those for discharge of hazardous materials

remediation of contaminated sites and restoration of damage to the environment At certain sites that

ATK owns or operates or formerly owned or operated there is known or potential contamination that

ATK is required to investigate remediate or provide resource restoration ATK could incur substantial

costs including remediation Costs resource restoration costs fines and penalties or third party

property damage or personal injury claims as result of liabilities associated with past practices or

violations of environmental laws or non-comp1iance with environmental permits

ATK expects that portion of its environmental compliance and remediation costs will be

recoverable under U.S Government contracts Some of the remediation costs that are not recoverable

from the U.S Government that are associated with facilities purchased in business acquisition may be

covered by various indemnification agreements as described below

As part of its acquisition of the Hercules Aerospace Company in fiscal 1995 ATK generally

assumed responsibility for environmental compliance at the facilities acquired from Hercules

the Hercules Facilities ATK believes that aportin of the compliance and remediatlon costs

associated with the Hercules Facilities will be recoverable under U.S Government contracts If

ATK were unable to recover those environmental remediation costs under these contracts ATK
believes these costs will be covered by Hercules Incorporated subsidiary of Ashland Inc

Hercules under environmental agreements entered into in connection witb the Hercules

acquisition Under these agreements Hercules has agreed to indemnify ATK for environmental

conditions relating to releases or hazardous waste activities occurring prior to ATKs purchase of

the Hercules Facilities as long as they were identified in accordance with the terms of the

agreement fines relating to pre-acquisition environmental compliance and environmental claims

arising Out of breaches of Hercules representations and warranties Hercules is not required to

indemnify ATK for any individual claims below $50 thousand Hercules is obligated to indemnify

ATK for the lOwest cost response of remediàtion required at the facility that is acceptable to the

applicable regulatory agencies ATK is not responsible for conducting any remedial activities with

respect to the Clearwäter FL facility In accordance with its agreement with Hercules ATK
notified Hercules of all known contamination on non-federal lands on or before March 31 2000

and on federal lands on or before March 31 2005

ATK generally assumed responsibility for environmental compliance at the Thiokol Facilities

acquired from Alcoa Inc Alcoa in fiscal 2002 ATK expects that portion of the compliance

and remediation costs associated with the acquired Thiokol Facilities will be recoverable under

U.S Government contracts In accordance with its agreement with Alcoa ATK notified Alcoa of

all known environiliental remediation issues as of January 30 2004 Of these known issues A1K
is responsible for any costs not recovered through U.S Government contracts at Thiokol

Facilities up to $29 million ATK and Alcoa have agreed to split evenly any amounts between

$29 million and $49 million and ATK is responsible for any payments in excess of $49 million

At this time ATK believes that costs not recovered through U.S Government contracts will be

immaterial

ATK cannot ensure that the U.S Government Hercules Alcoa or other third parties will

reimburse it for any particular environmental costs or reimburse ATK in timely manner or that any

claims for intkmnification will not be disputed U.S Government reimbursements for cleanups are

financed out of particular agencys operating budget and the ability of particular governmental

agency to make timely reimbursements for cleanup costs will be subject to national budgetary

constraints ATKs failure to obtain full or timely reimbursement from the U.S Government Hercules
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Alcoa or other third parties could have .a material adverse effect on its operating results financial

condition or cash flows

In December 2001 ATK received notice from the State of Utah of potential claim against ATK
under Section 107f of the Comprehensive Environmental Response Compensation and Liability Act

CERCLA for natural resource damages at Bacchus one of the Hercules Facilities in Magna Utah

The notice letter which was issued to preserve the States rights under CERCLA also expressly

acknowledged the States willingness to allow ATK to go forward with its currently-planned monitoring

and remediation program The States preliminary estimate of damages contained in this claim was

$139 million which is based on known and alleged groundwater contamination at and near Bacchus

and is related to Hercules manufacturing operations at the site ATK has had discussions with the

State regarding this claim and entered into tolling agreement with the State in fiscal 2002 In fiscal

2003 ATK entered into similar tolling agreement with the State regarding the Promontory facility

that was acquired from Alcoa in the acquisition of Thiokol These agreements allow ATK time tO

continue to identify and address the contamination by the normal and planned regulatory remediation

processes in Utah The tolling agreements expire in January 2016 and September 2012 respectively

Although ATK has previously made accruals for its best estimate of the probable and reasonably

estimable costs related to the remediation obligations known to ATK with respect to the affected areas

ATK cannot yet predict if or when suit may be filed against it nor can ATK determine any additional

costs that may be incurred in connection with this matter

While ATK has environmental management programs in place to mitigate risks environmental

laws and regulations have not had material adverse effect on ATKs operating results financial

condition or cash flows in the past and it is difficult to predict whether they will have thaterial

impact in the future

Capital market volatility could adversely impact ATKs earnings because of ATKs capital structure

As of March 31 2012 ATK had total of $199 million of convertible senior subordinated notes

outstanding subject to the terms of the indenture The indenture requires ATK to satisfy up to the

principal amount of these notes solely in cash In adiition the indenture requires .ATK to pay any

additioial amounts above the principal amount of the notes in cash common stock or combination

of cash and common stock at ATKs discretion As the price of ATKs common stock increases above

the conversion price of the notes ATK includes the dilutive impact of the number of shares that would

be issued if converted which decreases earnings per share

ATK is also exposed to the risk of fluctuation in interest rates If interest rates increase ATK may

incur increased interest expense on variable interest-rate debt or short-term borrowings which could

have an adverse impact on ATKs operating results and cash flows

ATK may pursue or complete acquisitions or other transactions which represent additional risk and could

impact future financial results

ATKs business strategy includes the potential for future acquisitions or other transactions

Acquisitions involve number of risks including integration of the acquired company with ATKs

operations and unanticipated liabilities or contingencies related to the acquired company ATK cannot

ensure that the expected benefits of any future acquisitions will be realized Costs could be incurred on

pursuits or proposed acquisitions that have not yet or may not close which could significantly impact

ATKs operating esults financial condition or cash flows Additioually after the acquisition

unforeseen issues could arise which adversely affect the anticipated returns or which are otherwise not

recoverable as an adjustment to the purchase price Even after careful integration efforts actual

operating results may vary significantly from initial estimates Futhermore ATK may engage in other

strategic business transactions Such transactions could cause unanticipated costs and difficulties may
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not achieve intended results and may require significant time and attention from management which

could have an adverse impact on our business operating results financial condition or cash flows

ATKs profitability could be impacted by unanticipated changes in its tax provisions or exposure to additional

income tax liabilities

ATKs business operates in many locations under government jurisdictions that impose income

taxes Changes in domestic or foreign income tax laws and regulations or their interpretation could

result in higher or lower income tax rates assessed or changes in the taxability of certain revenues or

the deductibility of certain expenses thereby affecting income tax expense and profitability In addition

audits by income tax authorities could result in unanticipated increases in income tax expense

ATK is involved in number of legal proceedings We cannot predict the outcome of litigation and other

contingencies with certainty

ATK is subject to lawsuits investigations and disputes some of which involve substantial amounts

claimed which arise out of the conduct of ATKs business Resolution of these matters can be

prolonged and costly and ATKs business may be adversely affected by the ultimate outcome of these

matters that cannot be predicted with certainty Moreover ATKs potential liabilities are subject to

change over time due to new developments changes in settlement strategy or the impact of evidentiary

requirements and we may become subject to or be required to pay damage awards or settlements that

could have material adverse affect on our results of operations cash flows and financial condition

Additional inforn3ation can be found in Item of this report

ITEM lB UNRESOLVED STAFF COMMENTS

There are no unresolved staff comments as of the date of this report

ITEM PROPERTIES

Facilities As of March 31 2012 ATK occupied manufacturing assembly warehouse test

research development and office facilities having total floor space of approximately 21 million square

feet These facilities are either owned or leased or are occupied under facilities-use contracts with the

U.S Government

As of March 31 2012 ATKs operating segments had significant operations at the following

locations

Aerospace Systems Commerce CA Goleta CA San Diego CA eltsville MD Iuka MS
Dayton OH Brigham City Promontory UT Clearfield UT Magna UT

Armament Systems Mesa AZ Elk River MN Plymouth MN Independence MO
Radlord VA

Missile Products Woodland Hills CA Clearwater FL Elkton MD Ronkonkoma NY
Fort Worth TX Rocket Ceiter WV

Security and Sporting ... Oroville CA Boise ID Lewiston ID Anoka MN Fenton MO
Bozeman MT Lares Puerto Rico Mayaguez Puerto Rico Norfolk VA
Onalaska WI the Dominican Republic

Corporate Minneapolis MN Arlington VA
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The following table summarizes the floor space in thousands of square feet occupied by each

operating segment as of March 31 2012

Government
Owned Leased OwnØd1 thtaI

Aerospace Systems 5321 3635 479 9435

Armament Systems 202 373 6532 7107

Missile Products 4891 505 11t0 2104

Security and Sporting 1615 775 2390

Corporate 155 155

Total 7627 5443 8121 2111

Percentage of total 36% 26% 100%

These facilities are occupied under facilities contracts that generally require ATIC pay

for all utilities services and maintenance costs

Land ATK also uses land that it owns or leases for assembly test evaluaion Brigham

City Comne and Magna UT which is useA by Aerospace Systems in Elk Risçer MN nd Socorro

NM which are used by Armament Systems

ATK personnel occupy space at the following facilities that are not owned or operated by ATK
Marshall Space Flight Center Huntsville AL Kennedy Space Center Cape Canaveral FL
Vandenberg Air Force Base Vandenberg CA and Picatinny Arsenal Picatinny NJ The square footage

of these facilities are included in the table above

ATKs properties are well maintained and in good operating condition and are sufficient meet

ATKs near-term operating requirements

ITEM LEGAL PROCEEDINGS

From time to time ATK is subject to various legal proceedings including lawsuits which arise out

of and are incidental to the conduct of ATKs business ATK does not consider any of such

proceedings that are currently pending individually or in the aggregate notwithstanding that the

unfavorable resolution of any matter may have material effect on our net earnings in any particulat

quarter to be terial to its business or likely to result in material adverse effect on its future

operating results financial condition or cash flows

On or about April 10 2006 former ATK employee filed qui tam complaint in federal court in

Utah alleging that ATK knbwingly submitted claims for payment to the U.S Government for defective

LUU series illuminating flares that failed to conform to certain Safety specifications and falsely certified

compliance with those specificati9ns On January 23 2012 the parties mct in mediation sesipn tlat

resulted in an agreement to settle the lawsuit As result of thç settlement agreement ATK estabIished

litigation accrual of $25.5 million during fiscal 2012 This payment was made in April 2012 An

additional warranty accrual of approxiniately $10.7 million was iecorded during fiscal 2012 as the

Company will retrofit up to 76000 flares as part of the settlement

U.S Government Investigations ATK is also subject to U.S GoverPment investigations froinvhich

civil criminal or administrative proceedings could result Such proceedings could involve claims by the

U.S Government for fines penaltie cbnpenatoiy and treble damages restitution and/or forfeitures

Under government regulations company or one or more of its operti.ng divisions or subdivisAons

can also be suspended or debarred from government contracts or lose its export privileges based on

the results of investigations ATK believes based upon all available information that the outcome of

any such pending government investigations will not have material adverse effect on its operating

results financial condition or cash flows
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Environmental Liabilities ATKs operations and ownership or use of real property are subject to

number of fedetal state and local laws and regulations including those for discharge of hazardous

materials remediàtiOn of contaminated sites and restoration of damage to the environment Due in

part to their complexity and pervasiveness such laws and regulations have resuLted in ATK being

involved with number of related legal proceedings claims and remediation obligations ATK
routinely assesses based on in-depth studies expert analyses and legal reviews its contingencies

obligations and commitments for remediation of contaminated sites and past practices including

assessments of ranges and probabilities of recoveries from other responsible parties ATKs policy is to

accrue and charge to expense in the current period any identified exposures related to environmental

liabilities based on estimates of investigation cleanup monitoring and resource restoration costs to be

incurred

A1K could incur substantial costs including cleanup costs resource restoration fines and

penalties oi third-party property 4amage or personal injury claims as result of violations or liabilities

under environmental laws or non compliance with environmntal permits While environmental laws

and regulations have not had material adverse effect on ATKs operating results financial condition

or cash flows in the past and ATK has environmental management programs in place to rnitjgate these

risks it is difficult to predict whether they will have material impact in the future

The description of certain environmental matters contained in Part II Item Managements
Discussion and Analysis of Financial Condition and Results of Operations under the heading

Contingencies is incorporated herein by reference

ITEM MINE SAFETY DISCLOSURES

Not applicable

PART II

ITEM MARKET EOR REGISTRANTS COMMON EQUITY RELATED STOCKHOLDER
MATFERS AND ISSUER PURCHASES OF EQUITY SECURITIES

ATKs common stock is listed and traded on the New York Stock Exchange under the symbol

ATK The following table presents the high and low sales prices of the common stock for the periods

indicated

Period High Low

Fiscal 2012

Quarter ended March 31 2012 $62.95 $49.78

Quarter ended January 2012 .. 64.76 52.07

Quarter ended October 2011 72.53 51.26

Quarter ended July 2011 76.24 66.17

Fiscal 2011

Quarter ended March 31 2011 $78.17 $66.90

Quarter ended January 2011 79.96 71.78

Quarter ended October 2010 76.15 60.13

Quarter ended July 2010 83.98 61.24

The number of holders of record of ATKs comnion stock as of May 13 2012 was 5904

During fiscal 2012 ATK paid quarterly dividends of $020 per share totalling $26.6 milliOn On

May 2012 ATKs Board of Directors declared quarterly cash dividend of $0.20 per share payable

on June 28 2012 to stockholders of record on June 11 2012 We cannot be certain that ATK will

continue to declare dividends in the future and as such the amount and timing of any future dividends
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are not determinable ATKs dividend policy is reviewed by the Board of Directors in ligbt of relevant

factors including our earnings liquidity position financial condition capital requirements and credit

ratings as well as the extent to which the payment of cash dividends may be restricted by covenants

contained in ATKs 6.875% and 6.75% Senior Subordinated Notes and Its Senior Credit Facility as

described under Liquidity and Capital Resources in Item of this report As of March 31 2012

ATKs 6.875% and 6.75% Senior Subordinated Notes limit the aggregate sum of dividends share

repurchases and other designated restricted payments to an amount based on ATKs net income stock

issuance proceeds and certain other items less restricted payments made since April .2001 As

March 31 2012 this limit was approximately $710.4 million As of March 31 2012 the Senior Credit

Facility allows ATK to make unlimited restricted payments as defined in the credit agreement

which among other items would allow payments for future stock repurchases as long as ATK

maintains certain amount of liquidity and maintains certain senior debt limits with limit when

those senior debt limits are not met of $250 million plus proceeds of any equity issuances plus 509i of

net income since October 2010 The Senior Credit Facility also prohibits dividend payments if loan

defaults exist or th financial covenants contained in the Facility are not met

Equity Compensation Plan Information

The following table gives information about ATKs common stock that may be issued upon the

exercise of options warrants and rights under each of ATKs exisUng equity compensation plans as of

March 31 2012

Plan category

Equity compensation plans.approved by security

holders

1990 Equity Incentive Plan1
Stock Options

Deferred Compensation2

Non-Employee Director Restricted Stock Plan1
Deferred Compensation2

2005 Stock Incentive Plan3
Stock Options

Performance Awards4
Deferred Compensation2

Equity compensation plans not approved by security

holders

2000 Stock Incentive Plan1
Stock Options

Total

Number of

secuibes
remaining

Number of available for

securities to future issuance

be issued upon Weighted-average under equity

exercise of exercise price of compensation

outstanding outstanding plans excluding

options warrants options warrants securities reflected

and righta andrights in column

214286 $62.38

73067

9474

99360

171661 61.70

750277

10153

32175 61.27

1352473 $62.02 99360

No additional awards may be granted under this plan.

Shares reserved for payment df deferred stock units in accordance with the terms of the plan
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Under the 2005 Stock Incentive Plan no more than 2350000 shares are available for performance

awards restricted stock awards restricted stock units dividend equivalents and stock awards and

of that number only 50000 shares may be issued as stock awards No more than 119118 shares in

the aggregate may be granted pursuant to awards to non-employee directors of ATK

Shares reserved for issuance in connection with outstanding performance awards The amount

shown assumes the maximum payout of the performance shares based on achievement of the

highest level of performance The actual number of shares to be issued depends on the

performance levels achieved for the respective performance periods

The 2000 Stock Incentive Plan the 2000 Plan is administered by the Personnel and

Compensation Committee the PC Committee of ATKs Board of Directors ATK stopped

granting options and all other awards under the 2000 Plan in January 2004 and is only continuing the

plan for the exercise payment qr forfeiture of awards panted in or before January 2004 Under the

2000 Plan all employees other than officers and dirdctors consultants and independent contractors

providing services to ATK or its affiliates were eligible to receive awards The PC Committee

designated the participants who received awards determined the types and amounts of awards granted

and determined the terms and conditions of awards granted subject to the provisions of the 2000 Plan

Awards granted under the 2000 Plan consisted of stock options restricted stock and performance

awards Options granted under the 2000 Plan have an exercise price equal to the fair market value of

ATKs common stock on the date of grant Options granted under the 2000 Plan prior to January 2004

vested in three equal annual installments and have term of 10 years Options granted after January

2004 vested after three years and have term of seven or ten years If an option holders employment

terminates the option remains exercisable for fixed period of time as determined by the PC
Committee up to the remainder of the options term Payment of the exercise price of an option may
be made in cash or in shares of ATK comnon sçock previously acquired by the option holder

ISSUER PURCHASES OF EQUITY SECURITIES

Total Number
of Shares Maximum

Purchased Number of

as Part of Shares that

Total Number Average Publicly May Yet Be

of Shares Price Paid Announced Purchased Under

Period Purchased1 per Share Program the Program2

January January 29

January 30 February 26 7951 58.66

February 27 March 31 12513 50.57

Fiscal quarter ended March 31 2012 20464 $53.71 3990423

The maximum number of shares that may yet be purchased under the program was calculated

using the ATK closing stock price of $50.12 on March 31 2012

The 20464 shares purchased represent shares withh1d to pay taxes upon vesting of shares of

restricted stock and performance shares that were granted under ATKs incentive compensation

plans

On August 2008 ATKs Board authorized the repurchase of up to million shares The Board

had determined that the repurchase program would serve primarily to offset dilution from the

Companys employee and director benefit compensation programs but it could also be used for

other corporate purposes as determined by the Board During fiscal 2009 ATK repurchased

299956 shares for $31.6 million No shares were purchased pursuant to this authorization during

fiscal 2010 or 2011 In fiscal 2012 ATK repurchased 742000 shares for $50.0 million On
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January 31 2012 ATKs Board of DittctOrs authorized new share repurchaaeprogram oI up to

$200 million worth of shares of AT.K common stock executable over the next two years The

shares may be purchased from time to time in open market block purchase or negotiated

transactions subject to compliance with app1icble laws and regulations The new repurchase

authorization also allows the Company to make repurchases under Rule 10b5-1 of the Securitis

Exchange Act of 1934 This share repurchase program replaces the pnor program authorizd in

2008

The discussion of limitations upon the payment of dividends as result of the indentures

governing ATKs debt instruments as discussed in Part II Item Managements Discussioi and

Analysis of Financial Condition and 1esu1ts of Operations under the heading Debt is incorporated

herem by reference

STOCKHOLDER RETURN PERFORMANCE RAPH

The following graph compares for the five fiscal years ended March 31 2012 the cumulative totai

return for ATK common stock with the comparable cumulative total return of two indexes

Standard Poors Composite 501i Index broad equity market ind and

Dow Jones U.S Aerospace and Defense Index published industry index

The graph assumes that on April 2007 $100 was invested in ATK common stock at the closing

pnce on the previous trading day and in each of the indexes The comparison assumes that all

dividends if any were reinvested The graph indicates the dollar value of each hypothetical $100

investment as of March 31 in each of the years 2008 2009 2010 2011 and 2012

COMPARISON OF YEAR CUMULATIVE TOTAL RETURN
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ITEM SELECTED FINANCIAL DATA

Years Ended March 31

Amounts in thousands except per share data
2012 2011 2010 2009 2008

Results of Operations

Sales $4613399 4842264 $4807666 $4583224 $4171725

Cost of sales 3618503 3840698 3776355 3607312 3325410

Gross profit 994896 1001566 1031311 975912 846315

Operating expenses

Research and development 66403 64960 75896 81529 6333

Selling 169984 164063 168986 161805 131068

General and administrative 262923 246817 236084 239621 216386

Trade name and goodwill

impairment2 38008 108500

Income before interest income taxes

and noncontrolling interest 495586 525726 512337 384457 430528

Interest expense net 88620 87052 76920 86408 102473

Income before income taxes and

noncontrolling interest 406966 438674 435417 298049 328055

Income tax provision 143762 124963 156473 157096 118678

Income before noncontrolling interest 263204 313711 278944 140953 209377

Less net income attributable to

noncontrolling interest 592 536 230 187 376

Net income attributable to Alliant

Techsystems Inc 262612 313175 278714 140766 209001

Alliant Techsystems Inc.s earnings per

common share

Basic 7.99 9.41 8.48 4.30 6.35

Diluted 7.93 9.32 8.33 4.14 5.94

Financial Position

Net current assets $1089915 995747 931163 573434 617029

Net property plant and equipment 604498 587749 561931 540041 492336

Total assets1 4541746 4443845 3869624 3577345 3196194

Long-term debt including current

portion 1302002 1609709 1393554 1387603 1364301

Total Alliant Techsystems Inc

stockholders equity1 1226795 1156758 798594 665971 810344

Other Data

Depreciation and amortization of

intangible assets 108885 111186 99830 85753 77486

Capital expenditures3 122292 130201 143472 111481 100709

Cash dividends per common share 0.80 0.20

Gross margin gross profit as

percentage of sales 21.6% 20.7% 21.5% 21.3% 20.3%

In fiscal 2008 ATK adopted the measurement provisions of the new standard on accounting for

defined benefit pension and other postretirement plans and remeasured its defined benefit pension

and other postretirement plan assets and benefit obligations The after-tax cumulative effect
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changes of this adoption included net decrease in total A1liantTechsystentsIiic stockholders

equity of $38.6 million and an increase of $30.7 million in total assets

In fiscal 2010 ATK recorded non-cash asset impainnent charge of $38.0 million related to the

decision to discontinue use of the Thiokol and MRC trade names ATIC recorded goodwill

impairment charge of $108 million fiscal 2009

Capital expenditures are shown net of capital expenditures included in accounts payable and

financed through operating leases

See Note to the consolidated financial statements for description of acquisitions made since the

beginning of fiscal 2010
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ITEM MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Dollar amounts in thousands except share and per share data or unless othetwise indicated

Forward-Looking Information is Subject to Risk and Uncertainty

Some of the statements made and information contained in this report excluding historical

information are forward-looking statements as defined in the Private Securities Litigation Reform

Act of 1995 Forward-looking statements give ATKs current expectations or forecasts of future events

Words such as may will expected intend estimate anticipate believe project or

continue and similar expressions are used to identify forward-looking statements From time to time

ATK also may provide oral or written forward-looking statements in other materials released to the

public Any or all forward-looking statements in this report an in any public statements ATK makes

could be materially different They can be affected by assumptions used or by known or unknown risks

or uncertainties Consequently no forward-looking statements can be guaranteed Actual results may

vary materially You are cautioned not to place undue reliance on any forward-looking statements You

should also understand that it is not possible to predict or identify all such factors and should not

consider the following list to be complete statement of all potential risks and uncertainties Any

change in the following factors may impact the achievement of results

reductions or changes in NASA or U.S Government military spending and budgetary policies

including impacts of potential sequestration under the Budget Control Act of 2011 and sourcing

strategies

intense competition

increases in costs which ATK may not be able to react to due to the nature of its U.S

Government contracts

changes in cost and revenue estimates and/or timing of programs

the potential termination of U.S Government contracts and the potential inability to recover

termination costs

reduction or change in demand for commercial ammunition

risks associated with expansion into commercial markets

actual pension and other postretirentent plan asset returns and assumptions regarding future

returns discount rates service costs mortality rates and health care cost trend rates

greater risk associated with international business

other risks assocated with U.S Goverrmnt contracts that might expose ATK to adverse

consequences

costs of servicing ATKs debt including cash requirements and interest rate fluctuations

information security threats or other disruptions

supply availability and costs of raw materials and components including commodity price

fluctuations

government laws and other rules and regulations applicable to ATK such as procurement and

import-export control

the novation of U.S Government contracts

performance of ATKs subcontractors
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development of key technologies and retention of qualified workforce

fires or explosions at any of ATKs facilities

environmental laws that govern past practices and rules and regulations noncompliance with

which may expose ATK to adverse consequences

impacts of financial market disruptions or volatility to ATKs customers and vendors

results of acquisitions or other transactions and costs incurred for pursuits and proposed

acquisitions that have not yet or may not close

unatiticipated changes in the tax
provision or expostire to additional tax habthties and

the costs and ultimate outcome of litigation matters and other legal proceedings

This list of factors is not exhaustive and new factors may emerge or changes to the foregoing

factors may occur that would impact ATKs business Additional information regarding certain of these

factors is contained in Item 1A of this report and may also be contained in ATKs filings with the

Securities and Exchange Commission on Forms 10-0 and All such risk factQrs are difficult

predict contaih material uncertainties that may affect actual results and may be beyond Our control

Executive Summai7

ATK is an aerospace defense and commercial products companyand supplier of prodUct to the

U.S Government allied nations and prime contractors ATK is also major supplier of ammunition

and related accessories to commercial customers and law enforcement agencies ATK is headquartered

in Arlington Virginia and has operating locations throughout the United States Puerto Rico and

internationally

As of March 31 2012 ATK operated in four business segments These operating segments are

defined based on the reporting and rŁviŁw
process used by ATKs chief executive officer and other

management As of March 31 2012 ATKs four operating groups were

Aerospace Systems which generated 29% of ATKs external sales in fiscal 2012 develops and

produces rocket motor systems for human and cargo launch vehicles conventional and strategic

missiles missile defense interceptors small and micro-satellites satellite components structures

and subsystems lightweight space deployables and solar arrays and provides engineering and

technical services Additionally Aerospace Systems operates in the military and commercial

aircraft and launch structures markets Other products include oninance such as decoy and

illuminating flares

Armament Systems which generated 34% of ATKs external sales in fiscal 2012 develops and

produces military small- medium- and large-caliber ammunition precision munitions gun

systems and propellant and energetic materials It also operates the U.S Army ªthmunitión

plants in Independence MO and Radford VA

Missile Products which generated 15% Of ATKs external sales in fiscal 2012 operates across the

following market areas strike weapons tactical propulsion inspace propulsion hypersonic

research missile defense and missile interceptor capabilities fuzes and warheads composites

special mission aircraft and electronic warfare

Security and Sporting which generated 22% of ATICs external sales fiscal 2012 develops and

produces commercial products and tactical systems and equipment
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Financial Highlights and Notable Events

Certain notable events or activities affecting our fiscal 2012 financial results included the following

Financial highlights for fiscal 2012

Annual sales of $4.6 billion

Diluted earnings per share of $7.93

Total orders of $4.2 billion

Total backlog of $6 billion at March 31 2012 compared to $6 billion at March 31 2011

Income before interest income taxes and noncontrolling interest as percentage of sales was

10 7% for the years ended March 31 2012 and 2011 respectively The current year rate reflects

an approximately $36000 accrual regarding preiôusly disclosed lawsuit related to the

manufacture of LUU flares and favorable contract settlement of $18000 within Armament

Systems group The prior year rate reflected $25000 reduction in sales and profit in

commercial aerospace program

The increase in the current period tax rate to 35.3% is primarily due to the absence of the

benefit that was realized in fiscal 2011 from tle settlement of the examination of the fiscal 2007

and 2008 tax returns the estimated nondeductible portion of the fiscal 2012 accrual related to

the LUU flare litigation agreement and the retroactive extension of the federal research and

development RD credit in fiscal 2011 partially offset by increased benefit from the

domestic manufacturing deduction DMD and disctºte revaluation of the deferred tax

assets caused by change in state tax law

During fiscal 2012 ATK paid quarterly cash dividends of $0.20 per share totalling $26552

Notable events

Effective October 2011 ATK relocated its corporate headquarters to Arlington VA. ATK
believes the move will provide the Company with opportunities for increased engagement with

its customers and Congress as well as with its aerospace and 4efense industry peers located in

the region

On January 23 2012 ATK was notified that the Government Accountability Office did not

uphold ATKs pre award protest of the request
for proposal for the continued operation and

maintenance of the Radford Army Ammunition Plan RFAAP in Radford Virginia On

January 24 2012 ATK was notified that the U.S Army had completed its review of ATKs

revised proposal for the RFAAP contract and that ATK had not been awarded the contract

On January 23 2012 ATK and the Department of Justice DOJ met in mediation session

regarding the LUU flare litigation which restilted in tentative agreement to settle the lawsuit

As result of the tentative agreemen1 ATK established litigation
accrual of $25500 This

payment Was subsequently made in fical 2013 upon finalization of the settlement An additional

warranty accrual of approximately $10700 was recorded during fiscal 2012 as the Company will

retrofit up to 76000 flares part
of the ettlement

On January 31 2012 ATKs BOard of Directors authorized new share repurchase program of

up to $200000 worth of shares of ATK common stock executable over the next two years The

shares may be purchased from time to time in open market block purchase or negotiated

transactions subject to compliance with applicable laws and regulations The repurchase

authorization also allows the Company to make repurchases under Rule 10b5-1 of the Securities
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Exchange Act of 1934 This share repurchase program replaces the prior program authorized in

2008

On Februaiy 2012 ATKs Board of Directors appointed Neal Cohen as the companys
Executive Vice President and Chief Financial Officer Mr Cohen has responsibility for

accounting and controls treasury tax financial planning and analysis internal audit and investor

relations

On February 2012 ATK announced that at the beginning of fiscal year 2013 it will operate

three-group structure The segments will be the Aerospace Group the Defense Group and the

Sporting Group This realignment will maximize efficiency reduce cost support customer npeds

leverage investments and improve overall agility within ATKs markets

On May 2012 ATKs Board of Directors declared quarterly cash dividend of $0 20 per

share payable on June 28 2012 to stockholders of record on June 11 2012

On May 2012 ATKs Board of Directors appointed Deborah Móeschl as Vice President and

Interim General Counsel of ATK

Outlook

Government FundingATK is dependent on funding levels of the U.S Department of Defense

DoD and NASA

The defense industry has experienced significant changes over the years ATKs management
believes that the key to ATKs continued success is to focus on performance mnovation simplicity and

affordability ATK is positioning itself where management believes there will be continued strong

defense funding even as pressures mount on procurement and research and development accounts

ATK will cOncentrate on developing systems that will extend the life aild improve the capability of

existing platforms ATK anticipates budget pressures
will increasingly drive the life extension of

platforms such as ships aircraft and main battle tanks

Congress and the President signed the NASA Authorization Act in October 2010 that directed the

development of Space Launch System Consistent with the NASA Authorization Act the Presidents

GFY 2012 budget released in February 2011 identified funding for the replacement to Constellations

crew launch vehicle designated the Space Launch System SLS Congress directed that to the

maximum extent possible the SLS should utilize hardware developed for the Constellation program
On September 14 2011 NASA and key legislative leaders jointly announced the baseline design for

SLS ATKs five-segment solid rocket motors were selected as tle propulsion system for the first two

SLS test flights 017 and 2021 At the same time NASA announced that
4it

will hold competition

for the final design of the propulsion system for SLS in which ATK will be eligible to participate

On November 18 2011 President Obama signed the GFY 2012 NASA Appropriations bill which

provided $1 billion for the SLS This legislation further specified the conhguratton of the Heavy Lift

Vehicle consistent with the September 14 2011 announcement by the NASA Administrator on the SLS

configuration
The Presidents government fiscal year 2013 ldget includes stable fundmg request for

SLS for GFY13 through GFY17 Congress will determule the GFY13 funding level for NASA as well

as the amount of the line item in NASAs budget for the SLS prngram

In fiscal 2012 NASA sales relating to the SLS programs were approxrnately 2830O0 and of

March 31 2012 ATK had approximately

$54000 of billed and unbilled receivables directly related to the program

$80000 of net property plant and equipment and other assets related to the SLS and other

contracts and
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$518000 of goodwill recorded related to the Space Systems Operations reporting unit

All of these assets would be subject to impairment testing if significant changes are made to the

SLS programs and related contracts in future periods

U.S Government contracts are also dependent on the continuing availability of Congressional

appropriations Congress usually appropriates funds for given program on fiscal year basis even

though contract performance may take more than one year As result at the outset of major

program the contract is usually incrementally funded and additional monies are normally committed

to the contract by the procuring agency only as Congress makes appropriations for future fiscal years

In addition most U.S Government contracts are subject to modification if funding is changed Any

failure by Congress to appropriate additional funds to any program in which ATK participates or any

contract modification as result of funding changes could materially delay or terminate the program

This could have material adverse effect on ATKs operating results financial condition or cash flows

As discussed above on January 23 2012 ATK was notified that the U.S Army had completed its

review of ATKs revised proposal for contract to continue operating and maintaining the RFAAP and

that ATK had not been awarded the contract Loss of the Radford facility management contract will

reduce Armament Systems and ATKs sales and profit ATK will continue to operate its New River

Energetics facility located at RFAAP which supports ATKs commercial business international program

efforts and other business not directly associated with the RFAAP contract and therefore ATK does

not expect to lose all revenues associated with this division Sales and operating profit associated with

the RFAAP contract during fiscal 2012 were $195000 and $39000 respectively ATK will continue to

operate the facility through the first quarter
of fiscal 2013 Therefore there will be continued Radford

revenues into fiscal 2013

ATK submitted its proposal for the continued operation of the Lake City Army Ammunition Plant

Lake City or LCAAP on January 23 2012 in response to competitive
solicitation issued by the

U.S Army The contract is expected to be awarded in the fall of 2012 ATK is currently under contract

with the U.S Army to operate the LCAAP until September 2013 Loss of the Lake City contract would

reduce Armament Systems and ATKs sales and profit The prime contract at Lake City which

includes modernization accounted for approximately 15% of ATKs total revenue in fiscal 2012

Recent Developments in US Cost Accounting Standards GAS Pension Recovery RulesThe

Company maintains defined benefit plans that are subject to CAS and Pension Protection Act of 2006

PPA requirements The CAS Board issued the final ruling on December 27 2011 which allows for

recognition of minimum actuarial liability MAL determined on PPA basis shortens the

amortization period for CAS actuarial gains/losses from 15 to 10 years and allows for five-year

phase-in of PPA minimum actuarial liability ATK is currently in process of completing an analysis of

the impact the final ruling will have Due to the phase-in approach within the ruling there will be

minimal impact to ATK prior to fiscal 2015

Critical Accounting Policies

ATKs discussion and analysis of its financial condition and results of operations are based upon

ATKs consolidated financial statements which have been prepared in accordance with accoupting

principles generally accepted in the United Statçs In pieparing the consolidated financial statements

ATK makes estimates and judgments that affect the reported amounts of assets liabilities sales

expenses and related disclosure of contingent assets and liabilities ATK re-evaluates its estimates on

an on-going basis ATKs estimates are based on historical experience and on various other assumptions

that are believed to be reasonable under the circumstances Actual results may differ from these

estimates under different assumptions or conditions
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ATK believes the following are its critical accounting policies that affect its more significant

judgments and estimates used in the preparation of its consolidated financial statements

Revenue Recognition

Our sales come primarily from contracts with agencies of the Goverrment and its pnme
contractors and subcontractors As the various Government cutomers including the Army

Navy NASA and the Air Forc make independent purchasing decisions we do not generally

regard the Government as one customer Instead we view each agency as separate customer

Sales by customer were as follows

Perceut of Sales

For FiScal Years Ended

2012 2011 2010

Sales to

U.S Army 28% 30% 28%

U.S.Navy 12% 11% 11%
NASA 10% 13% 18%
U.S Air Force 6% 7% 7%
Other.U.S Governrneifl customers 7% 5%

Total US Government customersi 65% 68% 69%
Commercial and foreign customers 35% 32% 31%

Total 100% 100% 100%

Long-Term ContractsThe majority of ATKs sales to the U.S Government and commercial and

foreign customers are accounted for as long term Contracts Sales under long-term contrabts are

accounted for under the percentage of-competion method and include coSt plus and fixed pnce

contracts Sales under ºost plus contracts are recognized as costs are incurred Sales under fixed price

contracts are either recognized as the actual cost of wo4c performed relates to the estimate at

completion cost to-cost or based on results achieved which unally coii5ides with customer

acceptance uæitsof-delivery The majority of ATKs total revenue is accounted for using the

cost-to-cost method accounting

Profits expŁctºd realized on contracts are based on managemæt eStimates of total contiat

sales value and costs at completion Estimated amnunts for contract changes including scope and

claims are included in dontract sales only when realizatiOn is Stimated to be pEobable Assumptions

used for recOrding sales and earnings are adjusted in the period Of change toreflec reiiOns in

contract value and estimated costs In the periOd in which it is determined that lbss will be incürred

on contract the entire amount of the estimated gross margin loss is charged to Cost of sales Changts
in estimates of contract sales costs or profits are recognized usthg the cumulative catch-up thethbd äf

accounting This method recognizes in the current period the cumulative effect of the changes on

current or prior periods The effect of the changes on future periods of contract perforrnÆnºe is

recognized if the revised estimate bad been used.sipce contract inception

changes in cthitract estimates occurfor variety of i3easons including changes in conttÆct söope

unforeseen chaiige in contract coSt estimates dueto unanticipated cost grOwth Or risks affecting

contract costs and/or theresolutibn cf contract risks at lower costs than anticipated as vell as changes

in contract overhead costs over the perfOrtharlce period Changes in estimates could have amaterial

effect on the Companys consolidated financial pOsitibii or annual results of operations In fiscal 2012
2011 and 2010 tlØ Company recogniŁd favorable operatiægincome adjü5tthØæts of $187718 $121108
and $85598 and unfavorable operating income adjustments of $80745$69 and 4i215
respectively consisting of changes in estimates on contracts accounted for under the

percentage-of-completion method of accounting The adjustments recorded during the year ended
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March 312012 were primarily driven by greater than expected performance at the Radford facility due

to increased production volumes changes in estimates as contracts near completion in energetics and

small-caliber systems programs the absence of reduction in sales and profit on commercial

aerospace program recorded in fiscal 2011 and changes in expectations on an international advanced

weapons program defense electronic systems program and others

Contracts may contain provisions to earn incentive and award fees if specified targets are achieved

as well as penalty provisions related to performance Incentive and award fees and penalties that can be

reasonably estimated and are probable are recorded over the performance period of the contract

Incentive and award fees that cannot be reasonably estimated are recorded when awarded

The complexity of the estimation process and all issues related to assumptions risks and

uncertainties inherent with the application of the cost-to-cost method of accounting affect the amounts

reported in ATKs financial statements number of internal and external factors affect the cost of

sales estimates including labor rate and efficiency variances overhead rate estimates revised estimates

of warranty costs estimated future material prices and customer specification and testing requirement

changes If business conditions were different or if ATK had used different assumptions in the

application of this and other accounting policies
it is likely that materially different amounts would be

reported in ATKs financial statements In the past ATKs estimates and assumptions have been

materially accurate

Other Revenue Recognition MethodologySales not recognized under the long-term contract

method primarily relate to sales within the Security and Sporting group which are recognired when

persuasive evidence of an arrangement exists the product has been delivered and legal title and all

risks of ownership have been transferred written contract and sales terms are complete customer

acceptance has occurred and payment is reasonably assured Sales are reduced for albwances and

price discounts

Fiscal 2012 sales by revenue recognition method were as follows

Percent

of Sales

Sales recorded under

Long-term contracts method 78%

Other method 22%.

Total 100%

Employee Benefit Plzns

Defined Benefit Pension Plans ATKs noncontributoty defined benefit pension plans the Plans

cover substantially all employees hired pridr to January 2007 Eligible non-union mployee hired on

or after January 2007 and certain union employees are not covered by defined benefitplan but

substantially all receive an employer contribution through defined contribution plan Plans provide

either pension benefits based on employee annual pay levels and years of credited service or based on

stated amounts for each year of credited service ATK funds the Plans in accordance with federal

requirements calculated using appropriate actuarial methods Plan assets for ATK are held in trust

and are invested in diversified portfolio pf equity investments fixed income investments real estate

timber energy investments hedge funds private equity and cash For certain Plan assets where the fair

market value is n9t readily determinable estimates of the fair value are determined using the best

available information mcludrng the most recent audited financial statements

ATK also sponsors nonqualified supplemental executive retirement plahs which provide certain

executives and highly compensated employees the opportunity to receive pension benefits in excess of

those payable through tax qualified pension plans
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ATK recorded pension expense for the Plans of $133957 in fiscal 2012 an increase of $4818 from

$129139 of pension expense recorded in fiscal 2011 The expense related to these Plans is caloulated

based upon number of actuarial assumptions including the expected long-term rate of return on plan

assets the discount rate and the rate of compensation increase The following table sets forth ATKs

assumptions used in determining pension expense for fiscal 2012 2011 and 2010 and projections for

fiscal 2013

Years Ending March 31

2013 2012 2011 2010

Expected long-term rate of return on plan assets .. 7.50% 8.00% 8.00% 8.00%

Discount rate 4.90% 5.60% 5.90% 8.15%

Rate of compensation increase

Union 3.26% 3.79% 3.84% 3.82%

Salaried 3.55% 4.02% 4.05% 4.09%

In developing the expected long term rate of return assumption ATI considers input from its

actuaries and other advisors annualized returns of various major indices over long term time horizon

and ATKs own historical investment returns The expected long-term rate of return of 8.0% used in

fiscal 2012 for the Plans was based on an asset allocation range of 30-50% in equity investment

30-40% in fixed income investments 5-15% in real estate/real asset investments 5-27% collectively in

hedge fund and private equity investments and 0-6% in cash investments The expected long-term rate

of return assumed for fiscal 2013 has been decreased to 7.5% This decrease is primarily result of the

lower interest rate environment and decreased expectations for the equity risk premium The actual

return in any fiscal year will likely differ from ATKs assumption but ATK estimates is return based

on long-term projections and historical results Therefore any variance in given year does not

necessarily indicate that the assumption should be changed

In determining its discount rate ATK uses the current investment yields on high-quality corporate

bonds rated AA or better that coincide with the cash flows of the estimated benefit payouts from

ATKs plans The model uses yield curve approach to discount each cash flow of the liability stream

at an interest rate specifically applicable to the timing of the respective cash flow The model totals the

present values of all cash flows and calculates the equivalent weighted average discount rate by

imputing the singular interest rate that equates the total present value with the stream of future cash

flows This resulting weighted average discount rate is then used in evaluating the final discount rate

The discount rate was 4.90% 5.60% and 5.90% at March 31 2012 March 31 2011 and March 31

2010 respectively The discount rate as of March 31 impacts the following fiscal years pension expense

Future actual pension expense can vary significantly depending on future investment perfonance

changes in future discount rates legally required plan changes and various other factors related to the

populations participating in the Plans If the assumptions of the discount rate compensation increase

and/or expected rate of return for fiscal 2013 were different the impact on fiscal 2013 expense would

be as follows each 025% change in the discount rate would change fiscal 2013 pension expense by

approximately $8 million each 0.25% change in the rate of compensation increase would change fiscal

2013 pension expense by approximately $2.4 million and each 0.25% change in the expected rate of

return on plan assets would change fiscal 2013 pension expense by approximately $5.5miilion

ATK bases its determination of pension expense or income on market-related valuation of assets

which reduces year-to-year vOlatility This market-related valuation recognizes investment gains or

losses over fiveyŁar period from the year in which they occur Investment gains or losses for this

purpose are the difference between the expected return calculated using the tuarket-relatŁd value of

assetsand the actual return based on the market-related value of assets Since the market-related value

of assets recognizes gains or losses over five-year period the futurevalue of assets will impacted

as previously deferred gains or losses are recorded
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ATK made contributions to the qualified pension trust of $74600 during fiscal 2012 ATK made

qualified pension plan trust contribution of $140000 in April 2012 fiscal 2013 towards the legally

required minimum contribution of $155000 for fiscal 2013 ATK distributed $6900 under its

supplemental executive retirement plans during fiscal 2012 and expects to make distributions directly to

retirees of approximately $7147 in fiscal 2013 substantial portion of ATKs Plan contributions are

recoverable from the U.S Government as allowable indirect contract costs at amounts generally equal

to the pension plan contributions although not necessarily in the same year the contribution is made
ATKs funded pension status was approximately 71% as of March 31 2012

Other Postretirement Benefits ATK also provides postretirement health care benefits and life

insurance coverage to certain employees and retirees

The following table sets forth ATKs assumptions used to determine net periodic benefit cost for

other postretirement benefit PRB plans for fiscal 2012 2011 and 2010 and projections for fiscal

2013

Years Ending March 31

2013 2012 2011 2010

Expected long-term rate of return on plan assets

Held solely in fixed income investments 5.00% 6.00% 6.00% 6.00%

Held in pension master trust and fixed income investments 6.25% 7.00% 7.00% 7.00%

Discount rate 4.40% 5.00% 5.35% 7.90%

Weighted average initial health care cost trend rate 7.70% 7.60% 7.70% 6.90%

Health care cost trend rates are set specifically for each benefit plan and design Health care cost

trend rates used to determine the net periodic benefit cost for employees during fiscal 2012 were as

follows under age 65 was 8.5% over age 65 was 7.5% and the prescription drug portion was 8.0%
The rate of return estimate for fiscal 2013 has been decreased primarily due to lower return

expectations for the fixed income investments driven by lOwer interest rates and the decrease in the

expected rate of return on pension plan assets from 8.0% to 7.5%

The health care cost ultimate trend rates are as follows

Health care cost trend rate for employees under 65 5.0%
Health care cost trend rate for employees over 65 5.0%
Health care cost trend rate for prescription drugs 5.5%

Weighted average health care cost trend rate 5.1%

Each category of cost declines at varying rate The ultimate trend rate will be reached in fiscal

2019 for employees under age 65 in fiscal 2018 for employees overage 65 and in fiscal 2017 for

prescription drugs

In developing the expected long-term rate of return assumption for other PRB plans ATK
considers input from actuaries historical returns and annualized returns of various major indices over

long periods As of March 31 2012 approximately 38% of the assets were held in 401h account

held within the pension master trust and are invested in the same manner as the penion assets The

expected long-term rates of returns are based on the weighted average asset allocation between the

assets held within the 401h and those held in fixed income investments
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Assumed health care cost trend rates have significant effect on the anounts reported for health

care plans one-percentage point increase or decrease in the assumed health care cost trend rates

would havethefollowIng effects

Oie-Percentage One-Jercentage

Point InØase Point Detase

Effect on total service and iiterest cost 34I
Effect on postretirement benefit obligation 9031 7917

ALI made Qther PRB plan contributions of $10807 in fiscal 2012 and expects to make

contributions of approximately $12926 in fiscal 2013
substanial portion of ATKs P1.B plan

contributions are recoverable from the U.S Government as allowable indirect costs at amounts

generally equal to the plan contributions although not necessarily in the same year the contribution is

made

The Medicare Prescription Drug Improvement and Modernization Act of 2003 the Act reduced

ATKs accumulated projected benefit obligation APBO measured as of December 31 2005 One of

AKs other PRB plans is actuarially equivalent to Medicare but ATK does not believe that the

subsidies it will receive under the Act will be significant Because ATK believes that participation
levels

its other PRB plans will decline the impact to ATKs results of operations in
aiy period has not

been and is not expected to be significant

Defined contribution Plan ATK also sponsors 401k defined contribution plan Partipationin

thi plan is available to substantially all U.S employees

Income Taxes

Procisions fOr fedetal state and foreign income taxes are calculated based on reported pre-tax

earnings and current tax law Such provision difkr from the amounts currently receivable or payable

because certain items of income and expense are recognized in different time periods for financial

reporting purposes than for income tax purposes Significaht- judgment is required In determining

mcome tax provisions
and evaluating tax positiois 4t.TK periodically asseses its lablities and

contingencies for all periods that are currently open to examination or have not been effectively settled

based on the most current available information Where it is not more likely than not that ATKs tax

position will be sustained the Company records the entire resultiig tax liability and when -it is more

likely than not of being sustained the Company recçirds its best estimate of the resulting tax liability

Any applicable interest and penalties related to these positions are also recorded in the consolidated

financial statements To the extent ATKs assessment of the tax outcome of these matters changes such

chahg itt estimate will impact th income tax provision in the period ofthe change It is ATKs policy

to recOrd any interest and penalties related to income taxes as part of the incone tax expense for

financial reporting purposes Deferred tax assets related to carryforwards are reduced by avaluation

allowanc when it is not more likely than not that the amount will be realized befçre expiration of the

carrytorward period As part of this analysis ATK takes into account the anount and character to

determine if the carryforwards will be realized Significaut estimates are required for this analysis

Changes rn the amounts of valuation allowance are recorded the tax provision
the perod when

the change occws

Acquisitions

The results of acquired businesses are included in ATKs consolidated financial statements from

the date of acquisition ATK allocates the purchase price of an acquired business to the underlying

tangible and intangible acquired assets and liabilities assumed based on their fair value Estimates are

used in determining the fair value and estimated remaining lives of intangible assets until the final
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purchase price allocation is completed Actual fair values and remaining lives of intangible assets may
vary from those estimates The excess purchase price over the estimated fair value of the net assets

acquired is recorded as goodwill

On April 2010 ATK acquired Blackhawk for purchase price of $172251 Blàckhawk is

manufacturer of high quality tactical gear ATK believes that the acquisition provides ATK with

leading tactical systems brand an expanded portfolio of quality products and additional design and

development expertise for innovative tactical accessories which will strengthen ATKs position in tactical

accessories and equipment for domestic and international military law enforcement security and sport

enthusiast markets Blackhàwk employs approximately 300 employees and is included in the Security

and Sporting group The purchase price allocation was completed in fiscal 2011 Most of the goodwill

generated in this acquisition will be deductible for tax purposes

On March 31 2009 ATK acquired Eagle Industries Eagle manufacturer of high-quality

individual operational nylon gear and equipment for military homeland security and law enforcement

agencies for $63000 net of cash acquired subject to purchase price contingencies During the second

quarter of fiscal 2010 ATK received preliminary purchase price adjustment of $5002 as determined

by working capital adjustment identified in the audited financial statements Eagle manufactures more
than 5000 products which include tactical assault vests load-bearing eqUipment weapon transporting

gear nylon holsters personal gear carriers and other high quality accessories The purchase price

allocation was finalized during fiscal 2010 Most of the goodwill generated in this acquisition will be

deductible for tax purposes

Accounting for Goodwill

ATK tests goodwill for impairment on the first day of its fourth fiscal quarter or upon the

occurrence of events or changes in circumstances that indicate that the asset might be impaired The

Company has determined that the reporting units for its goodwill impairment review are its operating

segments or components of an operating segment that constitute business for which discrete

financial information is available and for which segment management regularly reviews the operating

results Based on this analysis the Company has identified 12 reporting units within its reportable

segments as of the fiscal 2012 testing date

The goodwill impairment test is performed using two-step process In the first step ATK
determines the estimated fair value of each reporting unit and compares it to the carrying value of the

reporting unit including goodwill If the carrying amount of reporting unit is higher than its

estimated fair value an indication of impairment exists and the second step mast be performed in

order to determine the amount of the impairment In the second step ATK must determine the

implied fair value of the reporting units goodwill which is determined by allocating the fair value of

the reporting unit in manner similar to purchase price allocation The implied fair value is

compared to the carrying amount and if the carrying amount of the reporting units goodwill exceeds

the implied fair value of its goodwill an impairment loss must be recognized for the excess

The fair value of each reporting unit is determined
using

both an income and market approach

The value estimated
using

discounted cash flow model is weighted against
the estimated value derived

from two separate market approaches the guideline company and transaction methods These market

approach methods estimate the price reasonably expected to be realized frbm the sale of the company
based on comparable companies and recent transactional data

In developing its discounted cash flow analysis ATKs assumptions about future revenues and

expenses capital expenditures and changes in working capital are based on its three year plan as

approved by the Board of Directors and assumes terminal growth rate thereafter separate

discount rate is determined for each reporting unit and these cash flows are then discounted to

determine the fair value of the reporting unit
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Projecting discounted future cash flows requires ATK to make significant estimates regarding

future revenues and expenses projected capital expenditures changes in working capital and the

appropriate discount rate The projections also take into account several factors including current and

estimated economic trends and outlook costs of raw materials consideration of ATKs market

capitalization in comparison to the estimated fair values of the Companys reporting units and other

factors which are beyond ATKs control If the current economic conditions were to detenorate or if

ATK were to lose significant contract or business causing reduction in estimated discounted cash

flows it is possible that the estimated fair value of certam reporting units could fall below their

carrying value resulting in the necessity to conduct additional goodwill impairment tests in future

periods ATK continually monitors the reporting units for impairment indicators and updates

assumptions used in the most recent calculation of the estimated fair value of reporting unit as

appropriate

To test the reasonableness of the valuation ATK compares the indicated fair value of the reporting

units to the estimated public market capitalization value of ATK and the appropriateness of the

assumed control premium

Results of ATKs fiscal 2012 Annual Impairment Test

For the fiscal 2012 impairment assessment performed as of January 2012 ATK utilized

estimated cashflows from its three-year plan and assumed terminal growth rate thereafter ranging

from 0% to 4% The cashflows were then discounted using separate discount rate for each reporting

unit which ranged from 9.5% tol2% An assumed value was also determined using multiples from

recent transactions in the industry and by comparing operating results from guideline companies

The results of ATKs fiscal 2012 annual goodwill impairment test indicated that no goodwill

impairment existed as the estimated fair value for most reporting units exceeded their carrying value by

greater than 10% Although there is no indication of impairment based on the annual test ATK

determined that three of its reporting units had estimated fair values that exceeded their carrying

values by less than 10% which ATK does not deem to be significant excess These reporting units

include Space Systems Operations Space Structures and Components and Accessories and are

discussed in further detail below

The Space Systems Operations reporting unit had an estimated fair value that exceeded its

carrying value by approximately 5% The reporting unit had approximately $518000 of goodwill

recorded as of March 31 2012 This reporting unit contains much of the work ATK does related to the

Space Launch System SLS program for NASA As previously discussed the baseline design for SLS

has been announced and ATKs five-segment solid rocket boosters were selected as the propulsion

system for the first two SLS test flights however NASA intends to hold competition for the final

design of the propulsion system for SLS in which ATK will be eligible to participate Congress will

determine as part of the 2013 appropriations legislative process what the policy and funding levels for

NASA will be and allocate the GFY 2013 funding for the Space Launch System ATK has assumed

continuation of the SLS program in the estimated cash flows for Space Systems Operations However

if Congress significantly changes NASAs FY 2013 budget or does not appropriate the expected funds to

the SLS program there could be an adverse effect on ATKs operating results financial condition and

cash flows within the Space Systems Operations reporting unit If significant changes are made to the

program in future periods there would likely be an indication of impairment which would require the

Company to perform test for impairment

The Space Structures and Components reporting unit had an estimated fair value that exceeded its

carrying
value by approximately 7% This reporting unit had approximately $85000 of goodwill

recorded in fiscal 2012 In fiscal 2009 ATK recorded non cash goodwill impairment charge of

$108500 within this reporting unit and given the fact that any excess estimated fair value over carrying
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value was written-off at that time ATK would not expect any significant excess within this reporting

unit There have been no significant changes in the underlying business since the date of the

impairment and based on ATKs expected sales growth in the base business ATK does not believe

there is any indication of impairment

The Accessories reporting unit had an estimated fair value that exceeded its carrying value by

approximately 7% This reporting unit had approximately $125000 of goodwill recorded at March 31
2012 majority of the goodwill recorded withm this reporting unit approximately $116000 relates to

goodwill acquired in the fiscal 2009 acquisitiOn of Eagle and the fiscal 2011 acquisition of Blackhawk

Given the fact that the purchase accounting valuation was recently performed and there have been no

significant changes in the underlying business since the date of acquisition ATK would not expect to

see significant excess within this reporting unit Based on the expected sales growth for Accessories

ATK does not believe there is any indication of impairment given ATKs continuing expansion into the

market

As previously discussed ATK was notified by the U.S Army that the Company had not been

awarded contract for the continued dperation and maintenance of the RFAAP Loss of the Radford

facility management contract will redoce Armanient Systems and ATKs salesand profit in future

periods For purposes of our fiscal 2012 impairment test ATK assumed that it would not win the bid to

continue managing the Radford facility Based on the fact that ATK will continue to operate its New
River Energetics facility located at RFAAP the loss of the Radford facility management contract does

not result in an impairment of goodwill At March 31 2012 ATK had approximately $18000 of

goodwill recorded associated with this reporting unit that was subject to impairment testing

The fiscal 2013 operating segment realignment previously discussed will result in decrease in the

number of reportable units from 12 to 10 for purposes of goodwill impairment testing as reporting

units within the existing Armament Systems and Missile Products groups will be consolidated There

will be no impact on Space Systems Operations Space Structures and Components or Aºcessories

which will continue to be tested separately for goodwill impairment

Results of Operations

The following information should be read in conjunction with ATKs consolidated financial

statements The key performance indicators
that ATKs management uses in managing the business are

sales income before interest and income taxes and cash flows

Fiscal 2012

Sales

The following is summary of each operating segments external sales

Years Ended March 31

2012 2011 Change Change

Aerospace Systems $1347802 $1432678 84876 5.9%
Armament Systems 1580644 1806339 225695 12.5%
Missile Products 682133 673694 8439 1.3%

Security and Sporting 1002820 929553 73267 7.9%

Total external sales $4613399 $4$42264 $228865 4.7%

The fluctuation in sales was driven by the program-related changes within the operating segments

as described below
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Aerospace Systems The decrease in sales was driven by

$114300 decrease in Space Systems Operations sales volumes due to shifts in NASA fundmg

priorities the completion of the Space Shuttle Program and the termmation of the Launch

Abort System partially offset by higher sales on programs in strategic and commercial systems

flare and decoy sales and space systems and services operations

This decrease was partially offset by an increase in ijerospace structures of $35600 clue to the

absence of the $25000 sales reduction in the third quarter of the prior year on commercial

aircraft structures program

Annament Systems The decrease in sales was driven by

$106200 decrease in small-caliber systems due to lower volume of small-caliber ammunition

sales decreased demand for non-standard ammunition and reduction in modernization due .to

the program nearing completion

decrease of $71300 in energetics systems due reduction in modernization resulting from

completion of the program and energetics prograi sales volume partially offset by increased

volume on propellant program

decrease of $34800 in integrated weapon systems driven by lower voluties across multiple

medium-caliber gun programs

decrease in advanced weapons of $3300 due to decreases in projectile systems partiaily offset

by an increase in sales on combat systems programs

Missile Products The increase in sales was driven by

$28100 increase in sales acroSs various programs within propulsion and controls

an $11700 increase in sales within defense electronic systems driven by the award of the JATAS

program

These increases were partially offset by decrease of $34500 across various prógràms within the

compositeS and tactical rocket motor products

Security and Sporting The increase in sales was driven by

$56800 increase in ammunition driven by an increase in ammunition sales volume resulting

primarily from increased demand and new capacity

an increase of $17000 in accessories driven by the higher sales volume within the retail

channels

Gross Profit

Years Ended March 31

Asa% Asa%
2012 of Sales 2011 of Sales Change

Gross profit $994896 21.6% $1001566 20.7% $6670

The decrease in gross profit was driven by lower overall sales and lower gross profit in Security

and Sporting due to sales mix and higher pension expense These decreases were partially offset by the

absence of the $25000 reduction in the third quarter
of the prior year on commercial aircraft

structures program and increased profit in energetics programs
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Operating Expenses

wars Ended March

Asa% Asa%
2012 of Sales 2011 of Sales Change

Research and development 66403 1.4% 64960 1.3% $1443

Selling 169984 3.7% 164063 3.4% 5921
General and administrative 262923 5.7% 246817 5.1% 16106

Total $499310 10.8% $475840 9.8% $23470

Operating expenses increased by $23470 year-overyear Research and development costs were

relatively flat year-over-year The increase in selling expenses was primarily driven by the Lake City

Army Ammunition Plant competition General and administrative costs increased due to the LUU
flares litigation accrual the reversal of certain long-term incentive accruals realignment charges and

costs related to strategic growth initiatives These increases were partially offset by cost management
initiatives

Income before Interest Income Taxes and Noncontroiing Interest

Years Ended March 31

2012 2011 Change

Aerospace Systems $143817 $131011 $12806

Armament Systems 247240 211740 35500

Missile Products 87448 68787 18661

Security and Sporting 91234 128437 37203
Corporate 74153 14249 59904
Total $495586 $525726 $30140

The decrease in mcome before interest income taxes and noncontroiling interest was due to

decreased sales Significant changes within the operating segments are also described below

Aerospace Systems The increase reflects the absence of the $25000 profit reduction in the

commercial aircraft program in the third .quarter of the prior year partially offset by lower sales

volume within the space systems operations as discussed above

Armament Systems The increase is the result of an $18000 favorable contract resolution in the

second quarter of fiscal 2012 within Armament Systems greater than expected performance at the

Radford facility due to increased production volumes in anticipation of contract completion and

better performance and profit expectations on other programs These increases were partially

offsetby lower ales as discussed above

Missile Products The increase was primarily driven by increased sales as noted above and

updated profitability expectations on programs within defense electronic systems and operating

efficiencies cost management initiatives across multiple programs and higher sales volumes

Security and Sporting The decrease primarily relates to sales mix with shift to lower margin

ammunition products as well as delays and start-up costs associated wjth .a DoD contract in the

tactical acessories business and higher raw material costs These were partially offset by operating

efficiencies and cost managemeit initiatives

Corporate The income before interest income taxes and noncontrolling interest primarily reflects

expenses incurred for administrative functions that are performed centrally at the corporate
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headquarters the difference between pension and postretirement benefit expense calculated under

Financial Accounting Standards FAS and the expense calculated under U.S Cost Accounting

Standards CAS and the e1imiation of intercompany profits The change from the prior year is

driven by the LUU flare accrual higher pension expense the realignment accrual higher

intercompany profit eliminations and costs rehited to strategic growth initiatives

Net Interest Expense

Net interest expense for fiscal 2012 was $89296 an increase of $1684 compared to $87612 in

fiscal 2011 The increase was primarily due to increases in the average amount of debt outstanding as

well as the average borrowing rate following the issuance of the new debt in the prior fiscal year

partially offset by reduction of $4875 in non-cash amortization of the debt disoount-due.io the

repayment of the 2.75% Convertible Senior Subordinated Notes in September 2011 as well as the

absence of the $936 write-off of the remaining deferred debt issuance costs associated with our

previous
Term Loan

Income Tax Provision

Years Ended March 31

Effective Effective

2012 Rate 2011 Rate Change

Income tax provision $143762 35.3% $124963 28.5% $18799

The increase in the current period tax rate is primarily due to the absence of the benefit that was

realized in fiscal 2011 from the settlement of the examination of the fiscal 2007 and 2008 tax returns

the estimated nondeductible portion of the fiscal 2012 accrual related to the LUU flare litigation

agreement and the retroactive extension of the federal research and development RD credit in

fiscal 2011 partially offset by increased benefit from the domestic manufacturing deduction DMD
and discrete revaluation of the deferred tax assets caused by change in state tax law

ATKs provision for income taxes includes both federal and state income taxes The effective tax

rate for fiscal 2012 of 35.3% differs from the federal statutory rate of 35.0% due to state income taxes

and the estimated nondeductible portion of the accrual related to the LUU flare litigation -which

increased the rate as well as the DMD and partial year RD credit which decreased the rate

The effective tax rate for fiscal 2011 of 28.5% differs from the federal statutory rate of 35.0% due

to the contingent tax liability release and the DMD and RD tax credits which decreased thr rate as

well as state income taxes which increased the rate

ATK or one of its subsidiaries files income tax returns in the U.S federal various U.S state and

foreign jurisdictions With few exceptions ATK is no longer subject to U.S federal state and local or

foreign income tax examinations by tax authorities for years prior to 2005 The Internal Revenue

Service IRS has completed the federal audits of ATK through fiscal 2008 The IRS is currently

auditing ATKs tax returns for fiscal years 2009 and 2010 We believe appropriate provisions for all

outstanding issues have been made for all remaining open years in all jurisdictions

As of March 31 2012 and 2011 the total amount of unrecognized tax benefits was $37906 and

$31855 respectively of which $30248 and $25206 respectively would affect the effective tax rate if

recognized The remaining balance is related to deferred tax items which only impact the timing of tax

payments Although the timing and outcome of audit settlements are uncertain it is reasonably possible

that $15252 reduction of the uncertain tax benefits will occur in the next 12 months The settlement

of these unrecognized tax benefits could result in earnings from $0 to $12788 See Note 11 to the

consolidated financial statements for further details

46



ATK believes it is more likely than not that the recorded deferred benefits will be realized through

the reduction of future taxable income ATKs recorded valuation allowance of $4754 at March 31
2012 relates to capital loss

carryovers and certain state net operating loss and credit carryforwards that

are not expected to be realized before their expiration The valuation allowance increased during fiscal

2012 due to the recognition of current year capital losses and change in the amount of state

carryforward benefits expected to be utilized before expiration partially offset by the expiration of

capital loss carryforwards expiration of state credit carryforwards and utilization of prior year capital

loss carryforwards

Net Income Before Noncontrollin Interest

Net income before noncontrolling interest for fiscal 2012 was $263204 decrease of 50507

compared to $313711 in fiscal 2011 This decrease was driven by an $18799 increase in income tax

expense $23470 increase in operating expenses $6670 decrease in gross profit and an increase of

$1568 in net interest expense over the prior year

Noncontrolling Interest

The noncontrolling interest represents the noncontrolling owners portion of the income of joint

venture in which ATK is the primary owner This joint venture was acquired with Composite

Optics Inc COl and is consolidated into ATKs financial statements

Fiscal 2011

Sales

The following is summary of each operating segments external sales

Years Ended March 31

2011 2010 Change Change

Aerospace Systems $1432678 $1623038 $190360 11.7%
Armament Systems 1806339 1662583 143756 8.6%

Missile Products 673694 760200 86506 11.4%
Security and Sporting 929553 761845 167708 22.0%

Total external sales $4842264 $4807666 34598 0.7%

The fluctuation in sales was driven by the program-related changes within the operating segments

as described below

Aerospace Systems The decrease in sales was driven by

$214700 decrease in space launch systems resulting from the wind-down of the Space Shuttle

Program which was partially offset by $49900 of higher Ares program sales

$27000 decrease within strategic and commercial rocket motors driven by lower volume across

multiple programs and

decrease of $26300 resulting from the termination of space mission systems program

These decreases were partially offset by $23700 increase in aerospace structures driven by

higher volumes on the Airbus A350 program
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Armament Systems The increase in sales was driven by

an increase of $110700 in small caliber systems due to contmued strong customer requirements

for small-caliber ammunition non standard ammunition and weapon sales and facility

modermzation project sales

$19900 increase in energetic systems at the Radford Army Ammunition Plant relating

primarily to the timing of MK9O sales to meet customer-requirements and higher volume across

multiple other programs partially offset by lower modernization funding and

an $18000 increase in advanced weapons driven by higher sales volume on guided projectile

programs partially offset by lower sales of large-caliber gun ammunition as several programs

near completion

These increases were partially offset by $16900 decrease in integrated weapon systems which

was driven by lower volumes across multiple medium-caliber ammunition programs

Missile Products The decrease in sales was driven by

$76200 decrease within propulsion and controls primarily related to decreased scope and

funding On the NASA Constellation Attitude Control Motor and Stthidard Ivfissile-3 programs

decrease of $32000 within special mission aircraft driven by lower volume across multiple

programs and

decrease of $14300 within defense components driven by lower composite program sales

These decreases were partially offset by an increase of $30400 on the AAR-47 program within

defense electronic systems

Security and Sporting The increase in sales was driven by

an increase of $99600 in accessories driven by the acquisition of Blackhawk in April 2010 and

higher sales volume across multiple programs and

$68900 increase in ammunition driven by an increase in ammunition sales volume resulting

primarily from increased production capacity and timing

Gross Profit

Years Ended March 31

Asa% Asa%
2011 of Sales 2010 of Sales Change

Gross profit $1001566 20.7% $1031311 21.5% $29745

The decrease in gross profit was driven by lower- sales from the higher margin Space Shuttle

program cost growth on commercial aerospace structures program as previously discussed and

higher pension expense This decrease is partially offset by sales growth in other programs improved

operating efficiencies and cost management initiatives and the absence of an $11400 noncash charge

in the prior year within Armament Systems related to the TNT production facility ATK also received

$6300 favorable legal settlement in Armament Systems during fiscal 2011 related to legal action ATK

initiated against the designer of the TNT production line which offset the decreases discussed above
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Operating Erpenses

Research and development

Selling

General and administrative

frade name and goodwill impairments

Total

Asa% Asa%
2011 of Sales 2010 of Sales Change

64960 1.3% 75896 1.6% $10936
164O63 3.4% 168986 3.5% 4923
246817 5.1% 236084 5.0% 10733

0.0% 38008 0.8% 38008

$475840 9.8% 518974 10.9% $43134

Excluding the non-cash trade name impairments in fiscal 2010 operating expenses remained

relatively consistent year over year The decrease in research and development expenses was

attributable to management co$t initiatives and selling expenses were down consistent with lçwer sales

within Aerospace Systems and Missile Products General and administrative expenses were higher

fiscal 2011 due primarily to the lack of decrease in the provision for bad debts that occurred in the

prior year and expenses generated for Blackhawk subsequent to the April 2010 acquisItion

Income before Interest Income Taxes and Noncontroiing Interest

Years Ended March 31

2011 2010

$131011 $145858

211740 168094

68787 58653

128437 107891

14249 31841
_______

Total $525726 $512337
_______

The increase in income befOre interest income taxes and noncontrolling interest was due to the

higher sales and the lack of the non cash trade name impaIrment charges in Missile Products and

Aerospace Systems totaling $38008 partially offset by higher pension expense Significant changes

within the operating segments are also described below

Aerospace Systems The decrease was primarily the result of lower sales volume as noted above

and reduced profits on commercial aerospace structures program as previously discussed These

decreases were partially offset by the lack of the $2486 non cash trade name impairment charge

in fiscal 2010

Armament Systems The increase primarily relates to highcr overall sales and iproved operating

efficiencies as well as the lack of an $11400 non-cash charge related to the TNT production

facility and approximately $12000 of cost growth in contract costs associated with the construction

of àn energetics facility taken in fiscal 2010 In additioii Armament Systems received $6300

favorable settlement during fiscal 2011 related to legal action ATK initiated against the designer of

the TNT production line

Missile Products The increase was primarily driven by the lack of the $13422 non-cash trade

name impairment charge taken in fiscal 2010 and improved margins in
tactical

rocket motors

dnven by improved operating efficiencies and cost managemejit initiatives These mcreases were

partially offset by reduced incentive fees recorded on propilsion and control programs compared

to the prior year

Years Ended March 31

Aerospace Systems

Armament Systems

Missile Products

Security and Sporting

Corporate

Change

$14847
43646

10134

20546

46090

$13389
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Security and Sporting The increase primarily relates to higher overall sales volume and improved

operating efficiencies partially offset by higher raw material costs and softening demand in some

areas of commercial ammunition

Corporate The income before interest income taxes and noncontrolling interest primarily reflects

expenses incurred for administrative functions that are performed centrally at the corpxate

headquarters the difference between pension and postretirement benefit expense calculated under

Financial Accounting Standards FAS and the expense calculated under U.S Cost Accounting

Standards CAS and the elimination of intercompany profits The decrease from the prior year is

driven by higher pensicin expense and intercompany profit eliminations partially offset by

cost-management initiatives

Net Interest Erpense

Net interest expense for fiscal 2011 was $87052 an increase of $lp132 compared to $76920 in

fiscal 2010 The increase was primarily due to the issuance of new debt during fiscal 2011 which

increased the amount outstanding and ATKs average borrowing rate as well as the $936 wnte-off of

the remaining deferred debt issuance costs associated with our previous Term Loan These increases

were partially offset by reduction of $2698 in non-cash amortization of the debt discount which

declined primarily because amortization for the 2.75% Convertible Notes due 2024 was complete in

August 2009 the first date that holders of these notes could have required ATK to repurchase the

notes

Income Tax Provision

Years Ended March 31

Effective Effective

2011 Rate 2010 Rate Change

Income tax provision $124963 28.5% $156473 35.9% $31
The reduction in tax rate from fiscal 2010 to fiscal 2011 was primarily related to the release of

contingent tax liabilities related to the settlement of the IRS audits of ATKs fiscal 2007 and 2008 tax

returrs an increase in the domestic manufacturing deduction DMD and retroactive extension of the

federal research and development RD tax credit

ATKs provision for income taxes includes both federal and state income taxes The effective tax

rate for fiscal 2011 of 28.5% differs from the federal statütoty rate of 35.0% due to the contingent tax

liability release the DMD and RD tax credits which decreased the rate as well as state income taxes

which increased the rate

The effective tax rate for fiscal 2010 of 35.9% differs from the federal statutory rate of 35.0% due

to state income taxes valuation allowances and other provision adjustments which increased the rate

as well as the DMD and RD tax credits which decreased the rate

ATK or one of its subsidiaries files income tax returns in the federal various state and

foreign jurisdictions With few exceptions ATK is no longer subject to federal state and local or

foreign income tax examinations by tax authorities for years prior to 2004 The Internal Revenue

Service has completed the audits of ATK through fiscal 2008 We believe appropriate provisions for all

outstanding issues have been made for all open years in aUjurisdictions

As of March 31 2011 and 2010 the total amount df unrecognized tax bnefitswas $31855 and

$42627 respectively of which $25206 and $33695 respectively would affect the efftive tax rate if

recognized The remaining balance is related to deferred tax items which offly impact the timing of tax

payments Although the timing and outcome of audit settlements are uncertain it is reasonably possible

that $640 reduction of the uncertain tax benefits will occur in the next 12 months The settlement of
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these unrecognized tax benefits could result in earnings up to $433 based on current estimates See

Note 11 to the consolidated financial statements for further details

ATK believes it is more likely than not that the recorded deferred benefits will be realized through

the reduction of future taxable income The valuation allowance of $4121 at March 31 2011 relates to

capital loss carryovers and certain state net operating loss and credit carryforwards that are not

expected to be realized before their expiration The valuation allowance was decreased by $4010 during

fiscal 2011 primarily related to expiration of capital loss carryforwards expiration of state credit

carryforwards and changes to prior year capital loss carryforwards The amount was increased by $648

related to the recognition of current year capital losses and change in the amount of state

carryforward benefits expected to be utilized before expiration

The federal RD tax credit was retroactively extended on December 17 2010 in the Thx Relief

Unemployment Insurance Reauthorization and Job Creation Act of 2010 This law retroactively

extended the federal RD tax credit from January 2010 through December 31 2011 The impact of

this extension was included in the tax rate for fiscal 2011

Net Income Before Noncontrolling Interest

Net income before noncontrolling interest for fiscal 2011 was $313711 an increase of $34767

compared to $278944 in fiscal 2010 The increase was driven by the absence of the non-cash

tradename impairment charges in Missile Products and Aerospace Systems totaling $38008 in the prior

year and $31510 of lower tax expense in fiscal 2011 as discussed above These increases were partially

offset by $29745 decrease in gross profit and $10104 increase in net interest expense over the prior

year period

Noncontrolling Interest

The noncontrolling interest
represents

the noncontrolling owners portion of the income of joint

venture in which ATK is the primary owner This joint venture was acquired with Composite

Optics Inc COl and is consolidated into ATKs financial statements

Liquidity and Capital Resources

ATK manages its business to maximize operating cash flows as the primary source of liquidity In

addition to cash on hand and cash generated by operations sources of liquidity mclude committed

credit facility long term borrowings and access to tin public debt and equity markets ATK uses its

cash to fund its investments its existing core businesses and for debt repayment cash dividends

share repurchases and acquisition or other activities

Cash Flow Summary

ATKs cash flows from operating investmg and financing activities as reflected in the Consolidated

Statement of Cash Flows for the years ended March 31 2012 2011 and 2010 are summarized as

follows

2012 2011 2010

Cash flows provided by operating activities 372307 421070 193662

Cash flows used for investing activities 114957 299451 132624

Cash flows used for provided by financing

activities 390811 186762 3844

Net cash flows $133461 308381 57193
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Operating Activities

Net cash piovided by operating activities decreased $48763 compared to the prior year period

This decrease was driven by $74600 funding payment to the pension trust during the current year

and an increase in cash used for working capital These decreases were partially offset by $25460 less

cash used to pay taxes in the current year and the absence of the repayment of government grant

which occurred in fiscal 2011

Net cash provided by operat1n activities increased 227408 in fiscal 2011 compated to fiscal 2010

This mcrease was dnven by the absence of $300000 of cash used to fund the peision plans durmg
fiscal 2010 and an increase of $34767 in net income over the prior year These increases we partially

offset by $48246 increase in cash used for working capital primarily td support higher comnierial

aerospace sales which is driving the long-term receivable balance higher the repayment of

government grant and more cash used to pay taxes in the current year

Cash used for working capital is defined as net receivables plus long-term receivables plus net

inventories less accounts payables and contract advances

Investing Activities

Net cash used for investing activities decreitsed $184494 pnmanly due to the lack of $172251 paid

in fiscal 2011 to acquire
Blackhawk In addition there was decrease of cash used for capital

expenditures of $7 These decreases were partially offset by proceeds from the disposition of

non-essential parcel of land within Aerospace Systems during the current year

Net cash used for investing activities increased from fiscal 2010 to 2011 by $166826 primarily due

to the $172251 paid in fiscal 2011 to acquire Blackhawk as well as the lack of $5002 of cash received

in September 2009 related to preliminary purchase price adjustment for the fiscal 2009 acquisition of

Eagle Industries These increases were partially offset by decrease in the amount of cash used for

capital expenditures

Financing Activities

Net cash used for financing activities increased $577573 as compared to fiscal 20U This incrase

was primarily due to the lack of $700O0 in proceeds received from the issuance of the 6.875% senior

Subordmated Notes the çrior year the repurchase of $49991 of APKs common stock and the

payment of $Z52 of dividends to ATK stockholders dunng the current penod These increases were

partially offset the $300000 useq to repay the 275% Convertible Notes due 11 this year

compared to $28000tJ used to repay the 75% Convertible Notes due 2024 anct $290000 used to

extinguish the Term Loan in the prior year period

Net cash provided by financing activities was $186762 in fiscal 2011 compared to use of $3844

in fiscal 2010 This change was primarily due to $750000 in proceeds received from entering into the

Second Amended and Restated Crdit Agreement apd issumg the 875% Senior Subordinated Notes

This cash inflow was partially offset by $537576 of cash used to pay-down and eithnguish the original

Term Loan and repay the 2.75% Convertible Senior Subordinated Notes due 2024 in October 2010

ATK also paid $19883 in cash for debt issuance costs during fiscal 2011 and $6700 dividend to its

stockholders during fiscal 2011

Liquidity

In addition to ATKs normal operating cash requirements the Companys principal future cash

requirements will be to fund caplt3l expenditures debt repayments employee benefit obligations share

repurchases dividends and any strategic acquisitions ATKs short-term cash requirements for

operations are expected to consist mainly of capital expenditures to maintain and expand production

facilities and working capital requirements ATKs debt service requirements over the next two years
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consist of principal payments due under the new Senior Credit Facility as discussed further below

ATKs other debt service requirements consist of interest expense on its debt Additional cash may be

required to repurchase or convert any or aft of the convertible notes under certain circumstances

During fiscal 2012 ATK paid quarterly dividends of $0.20 per share totaling $26552. On May

2012 ATKs Board of Directors declared quarterly cash dividend of $0.20 per share payable on

June 28 2012 to stockholders of record on June 11 2012 The payment and amount of any future

dividends are at the discretion of the Board of Directors and will be based on number of factors

including our earnings liquidity position financial condition capital requirements credit ratings and

the availability and cost of obtaining new debt We cannot be certain that ATK will continue to deºlare

dividends in the fute and as such the amount and timing of any future dividends are not

determinable

Based on ATKs current financial condition management believes that ATKs cash position

combined with anticipated generation of cash flows and the availability of funding if needed through

ATKs revolving credit facilities access to deb and equity markets as well as potential future sources

of funding including additional bank financing and debt markets will be adequate to fund future

growth as well as to service ATKs currently anticipated long-term debt and pension obligations make

capital expenditures and fund any share repurchases and payment of dividends over the next

12 months Capital expenditures for fiscal 2013 are expected to be approximately $100000

ATKs access to liquidity sources has not been materially impacted by the current credit

environment and ATK does not expect that it will be materially impacted in the near future There can

be no assurance boever that the cost or availability of future borrowings if any will not be

materially impacted by capital market conditions

Long-Term Debt and Credit Facilities

As of March 31 2012 ATK had actual total indebtedness of $1319453 and the $600000

Revolving Credit Facility provided for the potential of additional borrowings up to $424227 There

were no outstanding borrowings uncr the Revolving Credit 1acility as of March 31 2012 although

ATK had outstanding letters of credit of $175773 which reduôed amounts available under the facility

ATKs indebtedness consisted of the following

March 31 March 31
2012 2011

Senior Credit Facility dated October 2010

Term Loan due 2015 370000 390000

Revolving Credit Facility due 2015

2.75% Convertible Senior Stibordinated Notes due 2011

6.75% Senior Subordinated Notes due 2016

6.875% Senior Subordinated Notes due 2020

3.00% Convertible Senior Subordinated Notes due 2024
_________ _________

Principal amount of long-thrm debt

Less Unamortized discounts ________ ________

Carrying amount of long term debt

Less current portion ________ ________

See Note Long Term Debt to the consolidated financial statements in Part II Item for

detailed discussion of these borrowings

400000

350000

199453

1319453

17451

1302002

30000

Carrying amount of long-term debt excluding current portion $1272002
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Senior Credit Facility

In fiscal 2011 ATK entered into Second Aniended and Restated Credit Agreement the Senior

Credit Facility which was comprised of Term Loan of $400000 and $600000 Revolving Credit

Facility both of which mature in 2015 The Term Loan is subject to annual principal payments of

$20000 in each of the first and second years and $40000 in each of the third fourth and fifth years

paid on quarterly basiswith the balance due on October 2015

Substantially all domestic tangible and intangibl assets of ATK and its subsidiaries are pledged as

collateral under the Senior Credit Facility Borrowings under the Senior Credit Facility bear mterest at

rate equal to either the sum of base rate plus margin or the sum of Eurodollar rate plus

margin Each margin is based on ATKs senior secured credit ratings Based on ATKs current credit

rating the current base rate margin is 1.25% and the current Eurodollar margin is 2.25% ATK must

also pay an annual commitment fee on the unused portion of the Revolving Credit Facility

It is currently expected that there will be no borrowings against the Revolvmg Credit Facility at

March 31 2013

2.75% Convertible Notes due 2O11

ATKs 2.75% Convertible Notes due 2011 were repaid in fiscal 2012

6.75% Notes due 2016

A1Ks 6.75% Notes mature on April 2016 These notes are general unsecured obligations

Interest on these notes accrues at rate of 6.75% per annum and is payable semi-annually on Aptil

and October of each year ATK now has the right to redeem some or all of these notes from time to

time at specified redemption prices

6.875% Notes due 2020

ATKs 6.875% Notes mature on September 152020 These notes are general unsecured

obligations Interest on these notes accrues at rate of 6.875% per annum and is payable semi-annually

on September 15 and March 15 of each year ATK has the right to redeem some or all of these notes

on or after September 15 2015 at specified redemption prices Prior to September 15 2015 ATK may

redeem some or all of these notes at price equal to 100% of their principal amount plus accrued and

unpaid interest to the date of redemption and specified make-whole premium

3.00% Convertible Notes due 2024

ATKs 3.00% Convertible Notes mature on August 15 2024 Interest on these notes is payable on

February 15 and August 15 of each year Beginning August 20 2014 ATK will be required to pay

contingent interest at rate driven by the average trading price of these notes if the trading price

reaches specified levels during the measurement period

ATK may redeem all of these notes in cash at any time on or after August 20 2014 Holders of

these notes may require ATK to repurchase in cash some or all of the Notes on August 15 2014 and

August 15 2019 Holders may also convert their notes at conversion rate of 12.7422 share of ATKs
common stock per $1 principal amount of these notes conversion price of $78.48 per share in the

event that the ATK stock price exceeds certain levels if ATK were to call these notes for redemption

Or upon the occurrence of certain corporate transactions ATK is required to satisf 100% of the

principal amount of these notes solely in cash with any amounts above the principal amount to be

satisfied in cash common stock or combination Of cash and common stock at the sole election of

ATK
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Rank and Guarantees

The 3.00% Convertible Notes the 6.875% and the 6.75% Notes rank equal in right of payment

with each other and all of ATKs future senior subordinated indebtedness and are subordinated in right

of payment to all existing and future senior indebtedhess including the Senior Credit Facility The

outstanding notes are guaranteed on an unsecured basis jointly and severally and fully and

unconditionally by substantially all of ATKs domestic subsidiaries The parent company has no

independent assets or operations Subsidiaries of ATK other than the subsidiary guarantors are minor

All of these guarantor subsidiaries are 100% owned by ATK These guarantees are senior subordinated

obligations of the applicable subsidiary guarantors

Covenants

ATKs Senior Credit Facility imposes restrictions on ATK including limitations on its ability to

incur additional debt enter into capital leases grant liens pay dividends and make certain other

payments sell assets or merge or consolidate with or into another entity In addition the Senior Credit

Facility limits ATKs ability to enter into sale-and-lŁaseback transactions The Senior Credit Facility also

requires that ATK meet and maintain the following financial ratios

Senior Interest

Leverage Leverage Coverage
Ratio Ratio Ratio

Requirement 2.50 4.00 3.00

Actual at March 31 2012 0.66 2.23 8.40

The Leverage Ratio is the sum of ATKs total debt plus financial letters of credit divided by

Covenant EBTTDA which includes adjustments for items such as non-recurring or extraordinary

noncash expenses non-cash charges related to stock-based compensation and intangible asset

impairment charges for the past four fiscal quarters The Senior Leverage Ratio is the sum of ATKs
senior debt plus financial letters of credit divided by Covenant EBITDA The Interest Coverage Ratio

is Covenant EBITDA divided by interest expense excluding non-cash charges

Many of ATKs debt agreements contain cross-default provisions so that non-compliance with the

covenants within one debt agreement could cause default under other debt agreements as well ATKs

ability to comply with these covenants and to meet and maintain the financial ratios may be affected by

events beyond its control Borrowings under the Senior Credit Facility are subject to compliance with

these covenants The indentures governing the 6.75% Notes the 6.875% Notes and the 3.00%

Convertible Notes also impose restrictions on ATK including limitations on its ability to incur

additional debt enter into capital leases grant liens pay dividends and make certain other payments

sell assets or merge or consolidate with or into another entity As of March 31 2012 ATK was in

compliance with the covenants in all of its debt agreements and expects to be in compliance for the

foreseeable future

Share Repurchases

On August 2008 ATKs Board of Directors authorized the repurchase of up to 5000000 shares

The Board had determined that the repurchase program would serve primarily to offset dilution from

the Companys employee and director benefit compensation programs but it could also be used for

other corporate purposes as determined by the Board In fiscal 2012 ATK repurchased 742000 shares

for $49991 under this program ATK repurchased no shares in fiscal years 2011 or 2010

On January 31 2012 ATKs Board of Directors authorized new share repurchase program of up

to $200000 worth of shares of ATK common stock executable over the next two years The shares may

be purchased in open market block purchase or negotiated transactions subject to compliance with
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applicable laws and regulations The new repurchase authorization also allows the Company to make

repurchases under Rule 10b5-1 of the Securities Exchange Act of 1934 This share
reRiirchae program

replaces the
prior program authorized in 2008

Any additional authorized repurchases would be subject tomarket conditions and ATKs

compliance with its debt covenants ATKs .6.75% Senior Subordinated Notes .an4 6.875% Senior

Subordinated Notes limit the aggregate sum of dividends share repurQhases and cbur designatd

restricted payments to an amount based on ATKs net income stock issuance proceeds aud certain

other iterns.less restricted payments made since April 2001 As of March 31 2012 this limitwas

approximately $710388 As of March 31 2012 the Senior Credit Facility allows ATK to make

unlimited restricted payments as defined in the credit agreement which among other items would

allow payments for future stock repurchases as long as ATK maintains certain amount of liquidity

and maintains certain senior debt limits with limit when those senior debt limits are not met of

$250000 plus proceeds of any equity issuances plus 50% of net income ince October 2010

Contractual Obligations and Commercial Commitments
.r

The following table summarizes ATKs contractual obligations and commercial commitments as o1

March 31 2012

Payments due by period

Less than More than

Total year years years years

Contractuil obligations

Long-term debt $1319453 30000 .$ 53945 $400000 $350000

Interest on debt1 4l4631 67359 131978 90941 124353

Operating .lcases 378854 694V 115600 93574 1QO253

Environmental remediation costs net 25589 310 2631 4588 18060

Pension and other PRB plan contributions 1310700 176290 440200 403000 291300

Total contractual obligations $3 $343296 $1229862 $992103 $883966

Commitment
xpiration by periud

Total Within 1.year 3years 3- years

Other commercial commitments

Letters of credit $175773 $148888 $26885

Includes mterest variable rate debt calculated based on interest rates at March 31 2012

Vinable rate debt was approximately 28% of ATIs total debt at March 31 2012

The total liability for uncertain tax positions at March 31 2012 was approximately $37906 see

Note 11 $14824 of this amount could be paid within 12 months and is therefore classified within

current taxes payable ATK is not able to provide reasonably reliable estimate of the timing of future

payments relating to the non-current uncertain tax position obligations

Pension plan contributionsare an estimate of ATKs minimum funding requirements throughfiscal

2022 to provide pension benefits for employees based on expected actuarial estimated service ccruals

through fiscal 2022 pursuant to the Employee Retirement income Security Acts although ATK may

make additional discretionary contributions These estimates may change significantly depending on the

actual rate of return on plan assets discount rates discretionary pension contributions and regulations

substantial portion of ATks Plan contributions are recoverable frqm the Governmert
as4

allowable indirect contract costs at amounts eneral1y equal to the peiision plan contributions although

not necesstrily iii the same year
the contribution is made
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Contingencies

Litigation From time to time ATK is subject to variou legal proceedings including lawsuits

which arise out of and are incidental to the conduct of ATKs business ATK does not consider any of

such proceedings that are currently pending individually or in the aggregate notwithstanding that the

unfavorable resolution of any matter may have material effect on our net earnings in any particular

quarter to be material to itS business or likely to result in material adverse effect on its future

operating results financial condition or cash flows

On or about April 10 2006 former ATK employee filed qui tam complaint in federal court in

Utah alleging that ATK knowingly submitted claims for payment to the U.S Government for defective

LUU series illuminating flares that failed to conform to certain safety specifications and falsely certified

compliance with those specifications On January 23 2012 the parties met in mediation session that

resulted in an agreement to settle the lawsuit As result of the settlement agreement ATK established

litigation accrual of $25500 during fiscal 2012 This payment was made in April 2012 An additional

warranty accrual of approximately $10700 was recorded during fiscal 2012 as the Company will retrofit

up to 76000 flares as part of the settlement

Environmental Liabilities ATKs operations and ownership or use of real property are subject to

number of federal state and local environmental laws and regulations including those for discharge of

hazardous materials remediation of contaminated sites and restoration of damage to the environment

At certain sites that ATK owns or operates or formerly owned or operated there is known or potential

contamination that ATK is required to investigate or remediate ATK could incur substantial costs

including remediation costs resource restoration costs fines and penalties or third party property

damage or personal injury claims as result of liabilities associated with
past practices or violations of

environmental laws or non-compliance with environmental permits

The liability for environmental remediation represents managements best estimate of the present

value of the probable and reasonably estimable costs related to known remediation obligations The

receivable represents the present value of the amount that ATK expects to recover as discussed below

Both the liability and receivable have been discounted to reflect the present value of the expected

future cash flows using discount rate of 1.00% and 250% as of March 31 2012 and 2011

respectively ATKs discount rate is calcuiatd using the 20year Treasury constant maturities rate net

of an estimated inflationary factor of 1.9% rounded to the nearest quarter percent The following is

summary of the amounts recorded for environmental remediation

March 312012 March 2011

Liability Receivable Liability Receivable

Amounts payable receivable $61227 $35638 $59869 $34337

Unamortized discount 3731 1925 7983 3862

Present value amounts payable

receivable $57496 $33713 $51886 $30475

As of March 31 2012 the estimated discounted range of reasonably possible costs of

environmental remediation was $57496 to $79755

ATK expects that portion of its environmental compliance and remediation costs will be

recoverable under U.S Government contracts Some of the remediation costs that are not recoverable

from the U.S Government that are associated with facilities purchased in business acquisition may be

covered by various indemnification agreements as described below

As part of its acquisition of the Hercules Aerospace Company in fiscal 1995 ATK generally

assumed responsibility for environmental compliance at the facilities acquired from Hercules
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the Hercules Facilities ATK believes that portion of the compliance and remediation costs

associated with the Hercules Facilities will be recoverable under U.S Goveiment contracts If

ATIC were unable to recover those environmental remediation costs under these contracts ATK
believes these costs will be covered by Hercules Incorporated subsidiary of Ashland mc
Hercules under environmental agreements entered into in connection with the Hercules

acquisition
Under these agreements Herciles has agreed to indemnify ATK for environmental

conditions relating to releases or hazardous waste activities
occurring prior to A11s purchase of

the Hercules Facilities as long as they were identified in accordance with the terms of the

agreement fines relating to pre-acqtiisition environmental compliàncº and environmental claims

arising out of breaches of Hercules representations and wrranties Hercules is not required to

indemnify ATK for any individual claims below $50000 Hercules is obligated to indemnify ATK
for the lowest cost response of remediation required at the facility that is acceptable to the

applicable regulatory agencies ATK is not responsible for ccmducting any remedial activities with

respect to the Clearwater FL facility In accordance with its agreement with Hercules ATK
notified Hercules of all known contamination on non-federal lands on or 1efore March 31 2000

and on federal lands on or before March 31 2005

ATK generally assumed responsibility for environmental-compliance at the Thiokol Facilities

acquired from Alcoa Inc Alcoa in fiscal 2002 ATK
expects

that portion of the compliance

and remediation costs associated with the acquired Thiokol Facilities will be recoverable under

US Government contracts In accordance with its agreement with Alcoa ATK notified Alcoa of

all known environmental remediation issues as of January 30 2004 Of these known issues ATK
is responsible for any costs not recovered through U.S Government contracts at Thiokol

-Facilities up to $29000 ATK and Alcoa have agreed to split evenly any afliounts between

$29000 and $49000 and ATK is responsible for any payments in excess of $49000 At this time

ATK believes that costs not recovered through U.S Government contracts will be immaterial

ATK cannot ensure that the Government Hercules Alcoa or other third parties will

reimburse it for any particular environmental costs or reimburse ATK in timely manner or that any

claims for indemnification will not be disputed U.S Government reimbursements for cleanupa are

financed out of particular agencys- operating budget and the ability of particular governmental

agency to make timely reimbursements for cleanup costs will be subject to national budgetary --

constraints ATKs failure to obtain full or timely reimbursement from the U.S Government Hercules

Alcoa or other third parties could have material adverse effect on its operating results financial

condition or cash flows While ATK has environmental management programs in place to mitigate

these risks and environmental laws and regulations have not had material adverse effect on ATKs

operating results financial condition or cash flows in the past it is difficult to predict whether they will

have material impact in the future

At March 31 2012 the aggregate undiscounted amounts payable for environmental remediation

costs net of expected recoveries are estimated to be

Fiscal 2013 310

Fiscal 2014 2327

Fiscal 2015 304

Fiscal 2016 572
Fiscal 2017 2016

Thereafter 18060

Total $25589

There were no material insurance recoveries related to environmental remediation during any of

the periods presented
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Factors that could significantly change the estimates described in this section on environmental

liabilities include

the adoption implementation and interpretation of new laws regulations or cleanup standards

advances in technologies

outcomes of negotiations or litigation with regulatory authorities and other parties

additional information about the ultimate remedy selected at new and existing sites

adjustment of ATKs share of the cost of such remedies

changes in the extent and type of site utilization

the discovery of new contamination

the number of parties found liable at each site and their ability to pay

more current estimates of liabilities for these contingencies or

liabilities associated with resource restoration as result of contamination from past practices

New Accounting Pronouncements

See Note to the consolidated financial statements in Item of this report for discussion of new

accounting pronouncements

Inflation

In managements opinion inflation has not had significant impact upon the results of ATKs

operations The selling prices under contracts the majority of which are long term generally include

estimated costs to be incurred in future periods These cost projections can generally be negotiated into

new buys under fixed-price government contracts while actual cost increases are recoverable on

cost-type contracts

ATK however has been impacted by increases in the prices of raw materials used in production as

well as rising oil and energy costs The prices of commodity metals such as lead zinc and especially

copper have significantly increased These price increases generally impact our small-caliber

ammunition business ATKs risk management practices are discussed in Item 7A of this report

ITEM 7A QUANTITATiVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

ATK is exposed to market risk from changes in interest rates To mitigate the risks from interest

rate exposure ATK occasionally enters into hedging transactions mainly interest rate swaps through

derivative financial instruments that have been authorized pursuant to corporate policies ATK uses

derivatives to hedge certain interest rate foreign currency exchange rate and commodity price risks

but does not use derivative financial instruments for trading or other speculative purposes and ATK is

not party to leveraged financial instruments Additional information regarding the financial

instruments is contained in Notes and to the consolidated financial statements ATKs objective in

managing exposure to changes in interest rates is to limit the impact of such changes on earnings and

cash flow and to lower the overall borrowing costs

ATK measures market risk related to holdings of financial instruments based on changes in

interest rates utilizing sensitivity analysis The sensitivity analysis measures the potential loss in fair

values cash flows and earnings based on hypothetical change increase and decrease in interest

rates ATK used current market rates on the debt portfolio to perform the sensitivity analysis Certain
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itemS such as lease contracts insurance contracts and obligations for pension and other postretirement

benefits were not included in the analysis

Currentty ATKs primary interest rate exposures relate to variable rate debt The potential loss in

fair values is based on an assumed immediate change in the net present values of interest rte-sensitive

exposures resulting from 100 basis point change in interest rates The potential loss in cash flows and

earnings is based on the change in the net interest income/expense over one-year period due to the

change in rates Based on ATKs analysis 100 basis point change in interest rates would not have

material impact on the fair values or ATKs results Of operations or cash flows

With respect to ATKs commercial ammunition business ATK has improved manufaŁturing

efficiencies and has initiated price increases to mitigate the impact of increased commodity costs ATK
has strategic sourcing and price strategy to mitigate risk from commodity price fluctuation ATK will

continue to evaluate the need for future price changes in light of these trends ATKs competitive

landscape and its financial results If commodity costs continue to increase and if ATK is unable to

offset these increases with ongoing manufactuiing efficiencies and price increases ATKs future results

from operations and cash flows wouldbØ materially impacted

Significant increases in commodities can negatively impact operating results with respect to ATKs
firm fixed-price contract to supply the DoDs small-caliber ammunition needs Depending on marlçet

conditions ATK has entered into futures contracts in order to reduce the impact of metal price

fluctuations The majority of the impact has been mitigated on the fouii-year small-caliber ammunition

supply contract with the U.S Army by the terms within that contract which is expected to continue

into fiscal 2014 however if metal prices exceed pre-determined levels Armament Systems operating

results could be adversely impacted

60



ITEM FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Alliant Techsystems Inc

We have audited the accompanying consolidated balance sheets of AllianfTechsystems Inc and

subsidiaries the Company as of March 31 2012 and 2011 and the related consolidated statemenis

of income equity and cash flows for each of the three years in the period ended March 31 2012

These financial statements are the responsibility of the Companys management Our responsibility is to

express an opinion on these financial statements based on our audits

We conducted our audits in accordance with the standards of the Public Company Accountmg

Oversight Board United States Those standards require that we plan and perform tie audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement An

audit includes examining on test basis evidence supporting the amounts and disclosures in the

financial statements An audit also includes assessing The accounting principles used and significatit

estimates made by management as well as evaluating the overall financial statement presentation We
believe that our audits provide reasonable basis for our opinion

In our opinion such consolidated financial stateiients present fairly in all naterial respects the

financial position of Alliant Techsystems Inc and subsidianes at March 31 2012 and 2011 and the

results of their operations and their cash flows for each of the three years
in the period ended

March 31 2012 in conformity with accounting principles generally accepted in the United Statesof

America

We have alo audited in accordance with the standards of the Public Company Atcountilig

Oversight Board United States the Companys internal control over financia reporting as of

March 31 2012 based on the criteria established in Internql ControlIntegrated Framework issued by
the Committee of Sponsormg Organizations of the Treadway Commission and our report dated

May 23 2012 expressed an unqualified opinion on the Companys internal control over finandªl

reporting

Is DELOITTE TOUCHE LLP

Minntapolis MN

May 23 2012
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CONSOLIDATED INCOME STATEMENTS

Amounts in thousands except per share data

Sales

Cost of sales

Gross profit

Operating expenses

Research and development

Selling

General and adininistative

frade name impairnients ________ ________ ________

Income before interest income taxes and æoncontrolling

interest 525726 512337

Interest expense 87612 77494
Interest income

_________
560 574

Income before income taxes and noncontrolhng interest 406966 438674 435417

Income tax provision
143 j62 12493 156473

Net income 263204 313711 278944

Less net income attributable to noncontrolling interest 592 536 230

Net income attributable to Alliant Techsystems Inc 262612 313175 278714

Alliant Techsystems Inc earnings per common share

Basic 799 9.41 848

Diluted 93 32 33

Alliant Techsystems Inc weighted-average number of common

shares outstanding

Basic

Diluted
________

See Notes to the Consolidated Financial Statements
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Years Ended March31

2012 2011 2010

$4613399 $4842264 $4807666

3618503 3840698 3776355

994896 1001566 1031311

66403 64960 75896

169984 164063 168986

262923 24817 26co84

38008

495586

89296
676

3274

33112

33275 32851

33615 33462



Amounts in thousands except share data

ASSETS

Current assets

Cash and cash equivalents

Net receivables

CONSOLIDATED BALANCE SHEETS

March 31

30000

333980

119824

121901

6433

307642

919780

1272002

111392

878819

123002

3304995

945611

242028

22228

65843

81249

2059233

587749

1251536

100519

444808

$4443845

320000

292281

121927

135442

193836

1063486

1289709

126012

671356

127160

3277723

335

559279

2005651

787077

621430

1156758

9364

1166122

$4443845

2012 2011

568813 702274

Net inventories

Income tax receivable

Deferred income tax assets

Other current assets

Total current assets

Net property plant and equipment

Goodwill

Noncurrent deferred income tax assets

Deferred charges and other non-current assets

Total assets

LIABILITIES AND EQUITY
Current liabilities

Current portion of long-term debt

Accounts payable

1029155

258495

101720

51512

2009695

604498

1251536

134719

541298

$4541746

Contract advances and allowances

Accrued compensation

Accrued income taxes

Other accrued liabilities

Total current liabilities

Long-term debt

Postretirement and postemployment benefits liabilities

Accrued pension liability

Other long-term liabilities

Total liabilities

Commitments and contingencies Notes 10 12 and 13
Common stock$.01 par value

Authorized180000000 shares

Issued and outstanding33142408 shares at March 31 2012 and

33519072 shares at March 31 2011

Additional paid-in-capital

Retained earnings

Accumulated other comprehensive loss

Common stock in treasury at cost8413041 shares held at March 31 2012

and 8036377 shares held at March 31 2011

Total Alliant Techsystems Inc stockholders equity

Noncontrolling interest

Total equity

Total liabilities and equity

See Notes to the Consolidated Financial Statements

332

537921

2241711

910598

642571

1226795

9956

1236751

$4541746
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended March 31

93739
6U91

19867

38008

11405

333
575k

16664

1691

2G7451 153723 81279
16466 .6400 .57

42557 20065 16221
2103 1518 20739

25063 53616 800

19801 40 59154
37547 6955 241560

123048 71124 1612
372307 421070 13662

20000
000

49991
.26552 670Q

5709 13819 8381

23 40 169
390811 186762 344
133461 308381 57193

702274 393893 336700

568$ 13 702274 $393893

Notes to the Consolidated Financial Statements

2012 20j1 2O0

263204 313711 278

100041

1145
17168

5157

98037

10848

12293

47M

75.18

2928
.6724

23

23018

2281

9740

5.40

Amounts in thousands

Operating Activities

Net income

Adjustments to net income to arrive at cash provided by

operating activities

Depreciation

Amortization of intangible assets

Amortization of debt discount

Amortiztion of deferred financing costs

frade name impairments

Other asset impairment

Deferred income taxes

Gain loss on disposal
of property

Share-based plans expense

Excess tax benefits from share-based plans

Changes in assets and liabilities

Net receivables

Net inventories

Accounts payable

Contract advances and allowances

Accrued compensation

Accrued income taxes

Pension and other postretirement
benefits

Other assets and liabilities

Cash provided by operating activities

Investing Activities

Capital expenditures

Acquisition of business net of cash acquired

Proceeds from the disposition
of property plant and equipment

Cash used for investing activities

Financing Activities

payments made on bank debt

Payments made to extinguish debt

Proceeds from issuance of long-term debt

Payments made for debt issue costs

Purchase of treasury shares

Dividends paid

Proceeds from employee stock compensation plans

Excess tax benefits from share-based plans

Cash used for provided by financing activities

Decrease increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental Cash Flow Disclosures

Noncash investing activity

Capital expenditures included in accounts payable

122292 1302U 143472
172251 .5902

735 3001 5$45

1149.57H 299451 132625

13438
537576
75000O

19883

j3916

14976 14118 1562f

64



CONSOLIDATED STATEMENTS OF EQUITY

Amounts in thousands except

share data

Balance March 31 2009

Comprehensive income

Net income

Other comprehensie income

see Note

Adjustments net

Comprehensive income

Exercise of stock options

Restricted stock grants

Share-based compensation

Performance shares issued net of

treasury stock withheld

Thx benefit related to share based

plans and other

Employee bçnefit plans and other

Balance March 31 2010

Comprehensive income

Net income

Other comprehensive income

see Note

Adjustments net

Coiiprehensive income

Exercise of stock options 251401
Restricted stock grants 88585
Share-based compensation

Performance shares issued net of

treasury stock withheld 139342
Thx benefit related to share based

plans and other

Dividends paid

Employee benefit plans and other

Balance March 31 2011

Comprehensive income

Net income

Other comprehensive income

see Note

Adjustments net

Comprehensive income

Exercise of stock options

Restricted stock grants

Share-based compensation

freasuiy stock purchased

Performance shares issued net of

treasury stock withheld

Thx benefit related to share based

plans and other

Dividends paid

Employee benefit plans and other

Balance March 31 2012

278714

Accumulated
Other

Comprehensive
Loss

$651652

169434

4791
2437
16664

169434

109510

8381

16664

2346

711

8828 807422

536 313711

34009

$7720
13818

9740

1111

6700
485

9364 1166122

592 263204

123521

139683

5709

6.724

49991

1173
26552

965

$9956 $1236751

See Notes to the Consolidated Financial Statements

Common Stock

$.01 Par Value
Additional

Paid-In RetaIned

Shares Amount Capital Earnings

32783496 $328 $574675 $1420462

easuiy Noncontrolling Total

Stock interest Equity

$677842 $8598 674569

230 278944

170380

24743

75100 8759

13172

2437

6701

33047018 330

5422 3337

1061

657872

2346

348

578046 1699176 821086

313175

34009

5622
7057
9740

17193

1111

7274 __ 254

33519072 335 559279

19440

7057

10689 6504

6700

2005651 787077

744

621430

262612

123521

107944 2580 8289

201429 17159 17159

6724

742000 49991

73685 8752

1173
26552

17722 1582 2544

33142408 $332 $537921 $2241711 $910598 $642571

5946 2806
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Amounts in thousands except share and per share data and unless otherwise indicated

Summary of Significant Accounting Policies

Nature of Operation.t
Alliant Techsystems Inc ATK or the Company is an aerospace

defense and commercial products company and leading supplier of products to the U.S Goveriiment

allied nations and prime contractors ATK is also major supplier of ammunition and related

accessories to law enforcement agencies and commercial customers ATK is headquartered in

Arlington Virginia and has operating locations throughout the United States Puerto Rico and

internationally

Basis of Presentation The consolidated financial statements of A1K include all majority-owned

affiliates Intercompany transactions and accounts have been eliminated

Fiscal Year References in this report to particular fiscal year refer to the year ended March 31

of that calendar year ATKs interim quarterly periods are based on 13-week periods and end on

Suildays

Use of Estimates The preparation of consolidated financial statements in conformity with

accounting principles generally accepted in the United States of America requires management to make

estimates and assumptions that affect amounts reported therein Due to the inherent uncertainty

involved in making estimates actual results reported in future periods may differ from those estimates

Revenue Recognition

Our sales come primarily from contracts with agencies of the U.S Government and its prime

contractors and subcontractors As the various U.S Government customers including the U.S Army

U.S Navy NASA and the U.S Air Force make independent purchasing decisions we do not generally

regard the U.S Government as one customer Instead we view each agency as separate customer

Sales by customer were as follows

Percent of Sales

For Fiscal Years Ended

2012 2011 2010

Sales to

U.S Army 28% 30% 28%

U.S Navy 12% 11% 11%

NASA 10% 13% 18%

U.S Air Force 6% 7% 7%
Other U.S Government customers 9% 7% 5%

Total U.S Government customers 65% 68% 69%

Commercial and foreign customers 35% 32% 31%

Total 100% 100% 100%

Long-Term ContractsThe majority of ATKs sales are accounted for as long-term contracts Sales

under long-term contracts are accounted for under the percentage-of-completion method and include

cost-plus and fixed-price contracts Sales under cost-plus contracts are recognized as costs are incurred

Sales under fixed-price contracts are either recognized as the actual cost of work performed relates to

the estimate at completion cost-to-cost or based on results achieved which usually coincides with

customer acceptance units-of-delivery The majority of ATKs total revenue is accounted for using

the cost-to-cost method of accounting
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Continued

Amoun4s in thousands except share and per share data and unless otherwise indicated

Summary of Significant Accounting Policies Continued

Profits expected to be realized on contracts are based on managements estimates of total contract

sales value and costs at completion Estimated amounts for contract changes including scope and

claims are included in contract sales only when realization is estimated to be probable Assumptions
used for recording sales and earnings are adjusted in the period of change to reflect revisions in

contract value and estimated costs In the period in which it is determined that loss will be incurred

on contract the entire amount of the estimated
gross margin loss is charged to cost of sales Changes

in estimates of contract sales costs or profits are recognized using the cumulative catch-up method of

accounting This method recognizes in the current period the cumulative effect of the changes on

current or prior periods The effect of the changes on future periods of contract performance is

recognized as if the revised estimate had been used since contract inception

Changes in contract estimates occur for variety of reasons including changes in contract scope
unforeseen changes in contract cost estimates due to unanticipated cost growth or risks affecting

contract costs and/or the resolution of contract risks at lower costs than anticipated as well as changes
in contract overhead costs over the performance period Changes in estimates could have material

effect on the companys consolidated financial position or annual results of operations Aggregate net

changes in contract estimates recognized using the cumulative catch-up method of accounting increased

operating income by $106973 in 2012 $51508 in 2011 and $44383 in 2010 The adjustments recorded

during the year ended March 31 2012 were primarily driyen by greater than expected performance at

the Radford facility due to increased production volumes changes in estimates as contracts near

completion in energetic and small- caliber systems programs the absenqe of reduction in sales and

profit on commercial aerospace program recorded in fiscal 2011 and changes in expectations on an

international advanced weapons program defense electronic systems program and others

Contracts may contain
provisions to earn incentive and award fees if specified targets are achieved

as well as penalty provisions related to performance Incentive and award fees and penalties that can be

reasonably estimated and are probable are recorded over the performance period of the contract

Incentive and award fees that cannot be reasonably estimated are recorded when awarded

Other Revenue Recognition MethodologySales not recognized under the long-term contract

method primarily relate to sales within the Security and Sporting group and are recognized when

persuasive evidence of an arrangement exists the product has been dehvered and legal title and all

risks of ownership have been transferred written contract and sales terms are complete customer

acceptance has occurred and payment is reasonablyassured Sales are reduced for allowances and

price discounts

Fiscal 2012 sales by revenue recognition method were as follows

Percent of Sales

Sales recorded under

Long-term contracts method 78%
Other method 22%

Total 100%

Operating Expenses Research and development selling and general and administrative costs are

expensed in the
year

incurred Research and development costs include costs incurred for

experimentation and design testing Selling costs include bid and proposal efforts related to products
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NQTE TO THE CONSOLIDATED F1NMCIALSTATEMENTS Continued

Amounts in tbQusands exceptshare and per share data and unless otherwise ipdicated

Summary of Significant Accounting PoliciesAContinued

and serviqes Costs that are incurred pursuant to contractual arrangements are recorded over the

period that revenue is recognized consistent with ATKs contract accounting policy

Environmental Remediation and Compliance Costs associated with environmental compliance

restoration and preventing future contamination that are estimable and probable are accrued and

expensed or capitalized as apprppnate xpected remediation restoration and monitoring costs

relating to an existing condition caused by past operations and which do not contribute to current or

future revenue generation are accrued and expensed in the period that such costs become estimable

Liabilities are recoguzed for remedial and resource restoration activities when they are probable and

the cost can be reasonably estimated A1K expects that portion of its environmental remediation

costs will be recoverable under U.S Government contracts and has recorded receivable iua1 to the

present
value of the amount that ATK expects to recover

A1Ks engineermg financial and legal specialists estimate based on current law and existing

technologies the cost of each environmental liability Such estimates are based primarily upon the

estimated cost of investigation and remediation required and the likelihood that other potentially

responsible parties PRPs will be able to fulfill their commitments at the sites where ATIC may be

jointly and severally liable ATKs estimates for environmental obligations are dependent on and

affected by the nature and extent of historical infonnation and physical data relating to contammated

site the complexity of the site methods of remediation available the technology that will be required

the outcome of discussions with regulatory agencies
and other P.Ps at multi-party sites the number

and financial viability of other P1Ps changes in environmental laws and regulations future

technological developments and the timing of expenditures accordingly ATK periodically evaluates

and revises such estimates based on expenditures against established reserves and the availability of

additional information

Cash Eqwyalents Cash equivalents are all highly liquid cash investments purchased with onginal

maturities of three months or less

Marketable Securities Investments in common collective trust that primarily inyçsts in fixed

income securities are classified as available-for sale securities and are recorded at fair valuç witlun

other current assets and deferred charges and other non-current assets on the consolidated balance

sheet Unrealized gains and losses are iecorded in other comprehensive loss income OCI When

such iivestrnents are sod the unrealized gains or losses arc reversed from OCI and recognized in the

consolidated income statement

Inventories Inventories are stated at the lower of cost or market Inventoried costs relating to

contracts in
progress are stated at actual production costs including factory overhead initial tooling

and other related costs incurred to date reduced by amounts associated with recognized sales Raw

materials work in process and finished goods are generally determined using the standard costing

method
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Continued

Amounts in thousands except share and per share data and unless otherwise indicated

Summary of Significant Accounting Policies Continued

Inventories consist of the following

March 31

2012 2011

Raw materials $122072 97942
Work/Contracts in process 53018 53499
Finished goods 83405 90587

Net inventories $258495 $242028

Progress payments received from customers relating to the uncompleted portions of contracts are

offset against unbilled receivable balances or applicable inventories Any remaining progress payment
balances are classified as contract advances

Accounting for Goodwill and Identifiable intangible Assets

GoodwillATK tests goodwill for impairment on the first day of its fourth fiscal quarter or upon
the occurrence of events or changes circumstances that indicate that the asset might be impaired
The Company has determined that the reporting units for its goodwill impairment review are its

operating segments or components of an operating segment that constitute business for which

discrete financial information is available and for which segment management regularly reviews the

operating results

The impairment test is performed using two-step process In the first step ATK determines the

estimated fair value of each reporting unit and compares it to the carrying value of the reporting unit

including goodwill If the carrying amount of repoting unit is higher than its fair value an indication

of goodwill impairment exists and the second
step must be performed in order to determine the

amount of the goodwill impairment hi the second step ATK must determine the implied fair value of

the reporting unif goodwill which is determined by allocating the estimated fair value Of the reporting

unit in manner similar to purchase pnce allocation The implied fair value is compared to the

carrying amount and if the carrying amount of the repOrting units goodwill exceeds the implied fair

value of its goodwill an impairment losS must be recognized for the excess

Identifiable Intangible AssetsATKs primary identifiable intangible assets include trademarks and

trade names non-compete agreements patented technology and customer relationships Identifiable

intangible assets with finite lives are amortized and evaluated for inipairment whenever events or

changes in circumstances indicate that the carrying amount may not be recoverable Identifiable

intangibles with indefinite lives are not amortized and are tested for impairment annually on the first

day of ATKs fourth fiscal quarter or moreS frequently if events warrant

ATKs identifiable intangibles with indefinite lives consist of certain trademarks and trade names
The impairment test consists of comparison of the fair value of the specific intangible asset with its

carrying value The fair value of these assets is mçsured using the relief-from-royalty method which

assumes that the asset has value to the extent that the owner is relieved of the obligation to pay

royalties for the benefits received from them This method requires ATK to estimate the future revenue

for the related brands and technology the appropriate royalty rate and the weighted average cost of
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Continued

Amounts in thousands except share and per share data and unless otherwise indicated

Summary of Significant Accounting Policies Continued

capital ATK bases its fair values and estimates on assumptions it believes to be reasonable but which

are unpredictable and inherently uncertain

Stock-Based Compensation ATKs stock-based employee compensation plans which are described

more fully in Note 14 provide for the grant of various types of stock-based incentive awards including

performance awards total stockholder return performance awards TSR awards restricted stock

and options to purchase common stock The types and mix of stock-based incentive awards are

evaluated on an ongoing basis and may vary
based on ATKs overall strategy regarding compensation

including consideration of the impact of expensing stock awards on ATKs results of operations

Performance awards are valued at the fair value of ATK stock as of the grant
date and expense is

recognized based on the number of shares expected to vest under the terms of the award under which

they are granted ATK uses an integrated Monte Carlo simulation model to determine the fair value of

the TSR awards and the calculated fair value is recognized into income over the vesting period

Restricted stock issued vests over periods ranging from one to five
years

and is valued based on the

market value of ATK stock on the grant date The estimated grant
date fair value of stock options is

recognized into income on straight-line basis over the requisite
service period generally one to three

years
The estimated fair value of each option is calculated using the Black Scholes option pricing

model See Note 14 for further details

Income Taxes Provisions for federal state and foreign income taxes are calculated based on

reported pre-tax earnings and current tax law Such provisions differ from the amounts currently

receivable or payable because certain items income and expense are recognized in different time

periods for financial reportmg purposes than for income tax purposes Significant judgment is required

in determrnmg income tax provisions and evaluating tax positions ATK penodically assesses its

liabilities and contmgencies for all periods that are currently open to examination or have not been

effectively settled 1ased on the most current available information Where it is nQt more likely than not

that ATKs tax position
will be sustained the Company records the entire resulting tax habiUty aid

when it is more likely than not of bemg sustamed the Company records its best estimate of the

resultmg tax liability Any applicable interest and penalties related to those positions are also recorded

in the consolidated financial statements To the extent ATKs assessment of the tax outcome of these

matters changes such change in estimate will impact the income tax provision in the period of the

change It is ATKs policy to recotd any interest and penalties related to income taxes as part
of the

income tax expense for financial reporting purposes Deferred tax assets related to carryforwards are

reduced by valuation allowance when it is not more likely than not that the amount will be realized

before expiration of the carryforward period As part of this analysis ATK takes into the account the

amount and character of the income to determine if the carryforwards will be realized Significant

estimates are required for this analysis Changes in the amounts of valuation allowance are recorded

the tax provision in the period when the change occurs

Derivative Instruments arEd Hedging Activities From time to time ATK uses derivatives consisting

mainly Of commodity forward cOntracts to hedge forecasted purchases of certain commodities and

foreign currency exchange contracts to hedge forecasted transactions denominated in foreign

currency ATI does iot hold or issue derivatives for trading purposes At the inception Of each

derivative instrument ATK documents the relationship between the hedging instrument and the hedged

item as well as its risk-management objectives and strategy for undertaking the hedge transaction ATK

assesses both at the hedges inception and on an ongoing basis whether the derivative instrument is
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Continued

Amounts in thousands except share and per share data and unless otherwise indicated

Summary of Significant Accounting Policies Continued

highly effective in offsetting changes in the hedged item Derivatives are recognized on the balance

sheet at fair value ATKs current derivatives are designated as cash flow hedges and the effective

portion of the change in the fair value of the derivative is recorded to accumulated OCI and

recognized in earnings when the hedged item affects earnings See Note for further details

Earnings Per Share Data Basic earnings per share BPS is computed based upon the weighted

average number of common shares outstanding for each period Diluted BPS is computed based on the

weighted average number of common shares and common equivalent shares Common equivalent

shares represent the effect of stock-based awards see Note 14 and contingently issuable shares related

to ATKs Convertible Senior Subordinated Notes see Note during each period presented which if

exercised earned or converted would have dilutive effect on earnings per share In computing BPS
for the fiscal

years presented earnings as reported for each respective period is divided by in
thousands

Years Ended March 31

2012 2011 2010

Basic BPS shares outstanding 32874 33275 32851
Dilutive effect of stock-based awards 238 340 477

Dilutive effect of contingently issuable shares 134

Diluted EPS shares outstanding 331 12 33615 33462

Shares excluded from the calculation of diluted BPS
because the option exercise/threshold price was greater

than the average market price of the common shares

As discussed further in Note contingently issuable shªrs related to ATKs various convertible

senior subordinated notes are not included in diluted BPS for 2012 or 2011 because ATKs average
stock price during the periods did not exceed the triggering price

Contingently issuable shares related to ATKs $200000 aggregate principal amount of 3.00%
Convertible Notes due 2024 and the $280000 aggregate principal amount of 2.75% Convertible Notes
due 2024 as discussed in Note were included in diluted BPS in fiscal 2010 because ATKs average
stock price exceeded the conversion price during that period
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Years Ended Mrh 31

2011 2010

65582

26491 79431

_______
42666 13849

49407 65582

96594 43940 211513

NOTESTO TEE CONSOLIDATED FINANCIAL STATEMENTS Cöntinüed

Amounts in thouSands except share andper share data and unless otherwi indkated

Summary of Significant Accounting Policies Continued

Comprehensive Income The components of comprehensive income for the fiscal years presented

are as follows

Years Fn4ed March 31

2012 2011 2010

Net income 263204 $1371I 278944

Other comprehensive loss income OCI
Change in fair value of derivatives net of incone taxes of

$17060 $6078 and $25386 respectively 26683 9607 3706

Peision and other postretirement
benefit liabilities net of income

taxes of $60296 $26353 and $131654 respectirely

Change in fair value of available-for-sale securities net of income

taxes of $156 $205 and $1517 respectively 244 324 2373

Total OCI 123521 34009 169434

Comprehensive income 139683 347720 109510

Comprehensive income attributable to noncontrolling interest 592 36 230

Comprehensive inedme attributable to Alliant Techsystems Inc $139091 $3474184 $109280

The components of accumulated OCI net of income taxes are as follows

2012 20U

Derivatives 3416 -$ 30099

Pension and other postretirement
benefit liabilities 915010 8i841

Available-for-sale securities
996 1240

Total accumulated other comprehensive loss $9105598 $787077

The following table summarizes the pre tax activity in OCI related to these derivatives

2012
_________ _________

Beginning of period unrealized gain in accumulated OCI 49407

Net decrease increase in fair value of derivatives 24424

Net gains reclassified from OCI offsetting the price paid to suppliers 19319 _______ _______

End of period unrealized gain in accumulated OCI 5664
_______ _______

March31

There was no ineffectiveness recognized in earnings for these contracts during any of the fiscal

years presented ATK expects that any unrealized losses will be realized and reported in cost of sales as

the cost of the commodities is included in cost of sales Estimated and actual gains or losses will

change as market prices change

Fair Value of Nonfinancial Instruments The carrying amount of receivables inventory accounts

payable and accrued liabilities approximates fair value because of the short maturity of these

instruments See Note for additional disclosure regarding fair value of financial instruments
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Continued

Amounts in thousands except share and per share data and unless otherwise indicated

Summary of Significant Accounting Policies Continued

New Accounting Pronouncements

On May 12 2011 the Financial Accounting Standards Board FASB issued Accounting
Standards Update No 2011-04 Fair Value Measurement Amendments to Achieve Common Fafr Value

Measurement and Disclosure Requirements in U.S GAAP and JFRS ASU 2011-04 ASU 2011-04

clarifies the application of existing fair value measurement requirements including the application
of the highest and best use and valuation premise concepts measuring the fair value of an

instrument classified in reportiig entitys shareholders equity and quantitative information

required for fair valuç measurements categorized within Level ASU 2011-04 also provides guidance
on measurmg the fair value of financial mstruments managed within portfolio and application of

premiums and discounts in fair value measurement In addition ASU 2011-04 requires dditional
disclosure for Level measurements regarding the sensitivity of fair value to changes in unobservable

inputs and any interrelationships between those inputs The amendments in this guidance are to be

applied prospectively and are effectivç for interim and annual periods eginning after December 15
2011 The adoption of this ASU did not have material impact on AIXs financial statements

On June 16 2011 the FASB issued ASU No 2011-05 Presentation of Comprehensive Income
ASU 2011-05 This update revises the manner in which entities must

present comprehensive income

in their financial statements ASU 2011-05 gives entitiŁ the option to present total comprehensive
income the components of net income and the components of other comprehensive income in either

of the following ways continuous statement of comprehensive income or two separate but

consecutive statements ASU 2011-05 is effective for fiscal
years beginning after December 15 2011 and

interim periods within those years ATK fiscal 2013 ATK does not believe the adoption of this ASU
will have material impact on its financial statements

On September 15 2011 the FASB issued ASU No 2011 08 Testing Coodwill for Impairment
ASU 2011-08 Under the revised guidance entities testing goodwill for impairment will have the

option to perform qualitative assessment before calculating the fair value of t1eir reporting units

step of the goodwill impairment test under the historical rules If entities determine on the

basis of qualitative factors that it is not more likely than hot that the fair value of
reporting unit is

less than its carrying amount then performing the two step impairment test is unneesary The neW
guidance does not change how goodwill is calculated or assigned to reporting units nor does it amend
the requirement to test goodwill annually ornrbetweØn annual tests if circumstances warrant MU
No 2011-08 is effective for anneal and intrfm goodwill irnpäinneht tests performed for ficai years

beginning after December 15 2011 ATKs fical 2013 ATK does not believ the 1adbptión of thi

MU will have material impact on its financial stdtements

On December 16 2011 the FASB issued ASU No 2011 11 Balance Sheet Topic 360 Disclosures

about Offsetting Assets and Liabilities ASU 2011-11 The amendments in this update require an

entity to disclose information about offsetting and related arrangements to enable users of its financial

statements to understand the effect of diose arrangements on its financial position entities are

required to disclose both gross ormationand net information about both jest urn nts and

transactions ehgible for offset in the statementof financial position and instruments and transactions

subject to an agreement similar to master netting arrangement This scope would include derivatives

sale and repurchase agreements and revçrse sale ad repurchase greements and securities borrowing
and securities lending arrangements The ameidments in this guidance Pare to be retrospectively applied

for all comparative perio4s presente4 for ainuaJ reporting perio4s beginning oq or after January

2013 and interim periods within those annual periods beginning in fiscal 2014 for ATK ATI doçs not

believe the adoption of this MU will have material impact on its financial statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Continued

Amounts in thousands except share and per share data and unless otherwise indicated

Fair Value of Financial Instruments

The current authoritative guidance on fair value clarifies the definition of fair value prescribes

framework for measuring fair value establishes fair value hierarchy based on the inputs used to

measure fair value and expands disclosures about the use of fair value measurements Fair value is

defined is the price that would be received to sell an asset or paid to transfer liability an eait price

in the principal or most advantageous market for the assçt or liability in an orderly transaction between

market participants on the measurement date

The valuation techniques required by the current authoritative literature are based upon

observable and unobservable inputs Observable inputs reflect market diita obtained from independent

sources while unobservable inputs reflect internal market assumptions These two types of inputs create

the following fair value hierarchy

Level 1Quoted prices
for identical instruments in active markets

Level 2Quoted prices
for similar instruments active markets quoted pnces for identical or

similar instruments in markets that are not active and model-derived valuations whose inputs are

observable or whose significant value drivers are observable

Level 3Significant inputs to the valuation model are unobservable

The following section describes the valuation methodologies used by ATK to measure its financial

instruments at fair value

Investnents in marketable securitiesATKs investments in marketable securities represent

investments held in common collective trust CCIthat primarily invests in fixed income securities

which are used to pay benefits under nonqualified supplemental executive retirement plan for certain

executives and highly compensated employees Investments in collective mvestment vehicle are valu9d

by multiplying
the mvestee companys net asset value per share with the number of units or shares

owned at the valuation date as determmed by the investee company Net asset valne per share is

deteriimed by the investee companys custodian or fund admimstrator by deducting from the value of

the assets of the mvestee company all its liabthties nd tle rçsultmg number is divided by the

outstanding number of shares or units Investments held by the CCI mcludmg collateral invested for

securities on loan are valued on the basis of valuations furnished by pncmg service approved by the

CCTs investment manager which determines valuations using methods based on market transactions

for comparable securities ad variot relationships between securities which are generally recognized by

institutional traders or at fair value as determined ju good faith by the CCFs investment manager

The fair value of these securities is includçd within other current assets and deferred charges and other

non current assets on the consolidated balance sheet

Derivative financial Instrurnentr and hedging activitiesIn order to manage its exposure to

commodity pricing and foreign urrencyrisk ATK periodically utilizes commodity andforeigii currency

derivatives which are considered Level instruments As discussed furher in Note ATK has

outstanding coæirnodity forward contract that were entered into to hedge forecasted purchases of

copper and zinc as well as outstanding foreign currency forward contracts that were Ontered into to

hedge forecasted trasiictions denominated in foreign cnrrency Commodity derivatives are valued

basedon prites of futures exchanges and recently reported transactions in the marketplace Foreign

currency derivnties are valued based on obervable market tfªnactions of spot currency rates and

forward currency prices
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Amounts in thousands except share and per share data and unless otherwise indicated

Fair Value of Financial Instruments Continued

Long-Term DebtThe fair value of the variable-rate long-term debt is calculated based on current

market rates for debt of the same risk and maturities The fair value of the fixed-rate debt is based on

market quotes for each issuance We have considered these to be Level instruments

The following table sets forth by level within the fair value hierarchy ATKs financial assets and

liabilities that are measured at fair value on recurring basis

As of March 31 2012

Fair Value Measurements

Using Inputs Considered as

Level Level Level

Assets

Marketable securities. 8546

Derivatives 12182

Liabilities

Derivatives 6518

As of March 31 2011

Fair Value Measurements

Using Inputs Considered as

Level Level Level

Assets

Marketable securities 9470
Derivatives 49407

Liabilities

Derivatives

The following table
presents ATKs assets and liabilities that are not measured at fair value on

recurring basis The carrying values and estimated fair values were as follows

As of March 31 2012 As of March 31 2011

Carrying Fair Carrying Fair

Amount Value Amount Value

Fixed rate debt $932002 $986394 $1219709 $1303466

Variable rate debt 370000 370000 390000 386100

Derivative Financial Instruments

ATK is exposed to market risks arising from adverse changes in

commodity prices affecting the cost of raw materials and energy

interest rates and

foreign exchange risks

In the normal course of business these risks are managed through variety of strategies including

the use of derivative instruments Commodity forward contracts are periodically used to hedge
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Derivative Financial Instruments Continued

forecasted purchase of celtain commodities foreign currency exchange contracts are used to hedge

foTecasted transactiOns denominated in foreign currency and ATK periodically uses interest irate

swaps to hedge forecasted interest pymen1s and the risk associated with variable interest rates on

long-term debt

ATK entered into forward contracts for copper and zinc during fiscal 2012 2011 and 2010 The

contracts essentially establish fixed price for the underlying commodity and are designated and qualifr

as effective cah flOw hedges of purchases of the commodity Ineffectiveness is calculated as the

amount by which the chapge in the fair value of the derivatives exceeds the change in the fair value of

the anticipated commodity piirchases

ATK also entered into foreign currency forward contracts during fiscal 2011 and fiscal 2110 These

contracts were used to hedge forecasted inventory purchases and subsequent payments or customer

receivables denominated in foreign currencies and were designated and qualified as effective cash flow

hedges Ineffectiveness with respect to forecasted inventory purchases was calculated based on changes

in the forward rate until the anticipated purchase occurs ineffectiveness of the hedge of tie accounts

payable was evaluated based on the change in fair value of its anticipated settlement

The fair value of the commodity and foreign currency forward contracts is recorded within other

assets or liabilities as approprite and the effective portion is reflected in accumulated Other

Comprehensive Income Loss in the financial statements The gains or losses on the commodity

forward contracts are recorded in inventory as the commodities are purchased The gains or losses on

the foreign currency forward contracts are recorded in earnings when the related inventory is sold

As of March 31 2012 ATK had the following outstanding commodity forward contracts that were

entered into to hedge forecasted purchases

Number of

Pounds

Copper 22350000

Zinc 6245OIiQ

As of March31 2012 ATK had no outstanding foreign currency forward contracts in place
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Derivative Financial Instruments Continued

Commodity forward

contracts Deferred charges and

other non-current

assets other long

term liabilities

Foreign currency

forward contracts Other current assets

accrued liabilities

All derivatives used by ATK during the periods presented were designated as hedging instruments

There was no ineffectiveness recognized in earnings for these contracts during any of the periods

presented ATK expects that any unrealized losses will be realized and reported in cost of sales as the

cost of the commodities is included in cost of sales Estimated and actual gains or Ioses will change as

market prices change

The table below presents the fair value and location of ATKs derivative instruments designated as

hedging instruments in the consolidated balance sheet as of the periods presented

Asset Derivatives

Fair value as of

Location March 31 2012 March 31 2011

Commodity forward

contracts Other current assets $12182 $36398
other accrued

liabilities

Liability Derivatives

Fair value as of

March 31 2012 March 31 2011

$6518

12619

390

Total S12182 $49407 $6518

Due to the nature of ATK businçss the benefits associated with the commodity contracts may be

passed on to the customer and not realized by ATK

For the periods presented below the derivative gains and losses in the consolidated income

statements related to commodity forward contracts and foreign currency forward contracts were as

follows

Pretax amount of

gain loss

recognized in Other

Comprehensive
Income Loss

Amount

5664

$49017

Pretax amount of gain

loss reclassified from
Accumulated Othr

Comprehensive Income

Loss

Location Amount

Fiscal year ended March 31 2012

Commodity forward contracts.

Fiscal year ended March 31 2011

Commodity forward contracts

Foreign currency forward

contraØts

Gain or loss recognized

in income on derivative

ineffective portion and

amount excluded from

effectiveness testing

Location Amount

Cost of Sales $24424 Cost of Sales

Cost of Sales $26491 Cost of Sles

390 Cost of Sales Cost of Sales
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Acquisitions

In accordance with the accounting standards regarding business combinations the results of

acquired businesses are included in ATKs consolidated financial statements from the date of

acquisition The purchase price for each acquisition is allocated to the acquired assets and liabilities

based on fair value The excess purchase price Over estimated fair value of the net assets acquired is

recorded as goodwill

On April 2010 ATK acquired Blackhawk Industries Products Group Unlimited LLC

Blackhawk for purchase price of $172251 Blackhawk is manufacturer of high quality tactical

gear ATK believes that the acquisition provides ATK with strong
tactical systems brand an expanded

portfolio of quality products and additional design and development expertise for innovative tactical

accessories which will strengthen ATKs position in tactical accessories and equipment for domestic and

international military law enforcement security and sport enthusiast markets Blackhawk employs

approximately 300 employees and is included in the Security and Sporting group The purchase price

allocation was completed in fiscal 2011 Most of the goodwill generated in this acquisition will be

deductible for tax purposes

ATK used the acquisition method of accounting to account for this acquisition and accordingly

the Blackhawks results are included inATKs consolidated financial statements at the date of

acquisition The purchase price for the acquisition was allocated to the acquired assets and liabilities

based on estimated fair value Pro forma information on the results of operaticns for fiscal 2011 and

2010 as if the acquisitions had occurred at the beginning of fiscal 2010 is not being presented because

the acquisition is not material to ATK for tlat purpose

ATK made no acquisitions during fiscal 2012 or 2010

Receivables

Receivables including athounts due under long-term contracts contract receivables are

summarized as follows

March 31

2012 2011

Billed receivables

U.S Government contracts 241701 $19471

Commercial and other 215653 227579

Unbilled receivables

U.S Government contracts 447572 432342

Commercial and other 135877 105640

Less allowance for doubtful accounts .- 11648 9421

Net receivables $1Q29155 $945611

Receivable balances are shown net of customer progress payments recejved of $461743 as of

March 31 2012 and $441159 as of March 31 2011 ATK also had $312843 and $188935 of long-term

unbilled receivables primarily relating to commercial aerospace programs recorded in deferred charges

and other non-current assets at March 31 2012 and 2011 respectively
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Receivables Continued

Unbilled receivables represent the balance of recoverable costs and accrued profit comprised

principally of revenue recognized on contracts for which billings have not been presented to the

customer because the amounts were earned but not contractually billable as of the balance sheet date

These amounts include expected additional billable general overhead costs and fees on flexibly priced

contracts awaiting final rate negotiations and are expected to be billable and collectible within one

year

The following is reconciliation of the changes in ATKs allowance for doubtful accounts during

fiscal 2011 and 2012

Balance at April 2010 9848

Expense 5432
Write-offs 201
Reversals and other adjustments 5658
Balance at March 31 2011 9421

Expense 5317
Write-offs 377
Reversals and other adjustments 2713

Balance at March 31 2012 $11648

Property Plant and Equipment

Property plant and equipment is stated at cost and depreciated over estimated useful lives

Machinery and test equipment is depreciated using the double declining balance method at most of

ATKs facilities and using the straight-line method at other ATK facilities Other depreciable property

is depreciated using the straight-line method Machinery and equipment are depreciated over one to

30 years and buildings and improvements are depreciated over one to 45 years Depreciation expense

was $98037 in fiscal 2012 $100041 in fiscal 2011 and $93739 in fiscal 2010

ATK reviews property plant and equipment for impairment when indicators of potential

impairment are present When such impairment is identified it is recorded as loss in that period

Maintenance and repairs are charged to expense as inŒurredMajor improvements that extend useful

lives are capitalized and depreciated The cost and accumulated depreciation of property plant and

equipment retired or otherwise disposed of are removed from the related accounts and any residual

values are charged or credited to income

Property plant and equipment consists of the following

March 31

2012 2011

Land 38601 32295

Buildings and improvements 315179 297924

Machinery and equipment 1146284 1089247

Property not yet
in service 48215 49244

Gross property plant and equipment 1548279 1468710

Less accumulated depreciation 943781 880961

Net property plant and equipment 604498 587749
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Goodwill and Deferred Charges and Other Non-Current Assets

The changes in the canying amount of goodwill by segment were as follows

Aerospace Armament Missile Security and

Systems Systems 1roducts Sporting
__________

Balance at April 2010 $676516 $124558 $242389 $140447

Acquisition
67626

_________

Balance at March 31 2011 $676516 $124558 $242389 $208073

Adjustments

Balance at March 31 2012 $676516 $124558 $242389 $208073

The goodwill recorded within Aerospace Systems above is presented net of $108500 of

accumulated impairment losses

The fiscal 2011 acquisition in Security and Sporting relates to the purchase price allocation of

Blackhawk as previously discussed in Note

Deferred charges and other non-current assets consist of the following

March 31

2012 2011

276j3 34823

9602 12047

18011 22776

121001 131850

312843 188935

13032 11061

28888 26761

12619

47523 50806

$541298 $444808

Totil

$1183910

67626

$1251536

$1251536

Gross debt issuance costs

Less accumulated amortization

Net debt issuance costs

Other intangible assets

Long term receivables

Long term inventory

Environmental remediation receivable

Commodity forward contracts

Other non-current assets

Total deferred charges and other non-current assets

The long term receivables represent unbilled receivables on long term commercial aerospace

contracts and other programs that ATK does not expect to collect within the next fiscal year
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Goodwill and Deferred Charges and Other Non-Current Assets Continued

Included in deferred charges and other non-current assets in the table above is $38998 of other

intangible assets consisting of trademarks and brand names that are not being amortized as their

estimated useful lives are considered indefinite and amortizing assets as follows

March 31 2012 March 31 2011

Gross Gross

carrying Accumulated carrying Accumulated

amount amortization Total amount amortization Total

Trade name 66060 9062 56998 66O60 4592 $61468
Patented technology 17400 4820 12580 17400 2410 14990
Customer relationships and other 34185 21760 12425 34185 17791 16394

Total $117645 $35642 $82003 $117645 $24793 $92852

During the fourth quarter of 2010 ATK made strategic decision to discontinue the use of the

Thiokol and MRC trade names which were recorded as part of business acquisitions in April 2001 and

March 2004 respectively The Thiokol trade name was not being amortized as its estimated useful life

was considered indefinite ATK had begun amortizing the MRC trade name during fiscal 2009 over an

estimated useful life of 10 years The decision to discontinue using these names was based on the belief

that the ATK brand name better reflects the Companys overall capabilities as ATK continues to pursue

business and react to changes in the markets in which these trade names had historically been used

The Company will no longer use the Thiokol or MRC trade names This decision represented change

in circumstances that would indicate that the assets carrying values may not be recoverable and as

result ATK evaluated the assets for impairment The Company measuredthe fair value of the assets

using reduced expected future contributions and the appropriate royalty rate Based on this assessment

ATK recorded non-cash impairment charges of $24586 and $13422 within Aerospace Systems and

Missile Products respectively related to the Thiokol and MRC trade names These charges were

included in operating expenses in the Consolidated Income Statements

The assets in the table above are being amortized using straight-line method over weighted

average remaining period of approximately 10.5 years Amortization expense related to these assets was

$10848 in fiscal 2012 $11145 in fiscal 2011 and $6091 in fiscal 2010 ATK
expects amortization

expense related to these assets to be as follows

Fiscal 2013 $11187

Fiscal 2014 10320

Fiscal 2015 9304

Fiscal 2016 7707

Fiscal 2017 5417

Thereafter 38068

Total $82003
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Other Accrued Liabilities

The major categories of other current and long-term accrued liabilities are as follows

March 31

2012 2011

Employee benefits and insurance including pension and other

postretirement benefits 76646 63956

Warranty 24221 18076

Litigation Liability 25500

Interest 15293 2103

Environmental remediation 5135 4160

Rebate 6050 6934

Deferred lease obligation 27782 22212

Commodity forward contracts 6518

Federal excise tax 15338 12609

Other 105159 63786

Total other accrued liabilitiescurrent $307642 $193836

Environmental remediation 52361 47726

Management nonqualified deferred compensation plan 19704 21483

Non-current portion of accrued income tax liability 20396 28024

Deferred lease obligation 14932 14448

Other 15609 15479

Total other long-term liabilities $123002 $127

ATK provides product warranties which entail repair or replacement of non-conforming items in

conjunction with sales of certain products Estimated costs related to warranties are recorded in the

period in which the related product sales occur The warranty liability recorded at each balance sheet

date reflects the estimated liability for warranty coverage for products delivered based on historical

information and current trends The following is reconciliation of the changes in AJKs product

warranty liability during the periods presented

Balance at April 2010 $14010

Payments made 1468
Warranties issued 8294

Changes related to preexisting warranties 2760

Balance at March 31 2011 18076

Payments made 142
Warranties issued 12646

Changes related to preexisting warranties 6359

Balance at March 31 2012 $24221
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Long-Term Debt

Long-term debt including the current portion consisted of the following

March 31 March 31
2012 2011

Senior Credit Facility dated October 2010

Term Loan due 2015 370000 390000

Revolving Credit Facility due 2015

2.75% Convertible Senior Subordinated Notes due 2011 300000

6.75% Senior Subordinated Notes due 2016 400000 400000

6.875% Senior Subordinated Notes due 2020 350000 350000

3.00% Convertible Senior Subordinated Notes due 2024 199453 199453

Principal amount of long-term debt 1319453 1639453

Less Unamortized discounts 17451 29744

Carrying amount of long-term debt 1302002 1609709

Less current portion 30000 320000

Carrying amount of long-term debt excluding current portion $1272002 $1289709

Senior Credit Facility

In fiscal 2011 ATK entered into Second Amended and Restated Credit Agreement the Senior

Credit Facility which is comprised of Term Loan of $400000 and $600000 Revolving Credit

Facility both of which mature in 2015 The Term Loan is subject to annual principal payments of

$20000 in each of the first and second years and $40000 in each of the third fourth and fifth years

paid on quarterly basis with the balance due on October 2015 Substantially all dOmestic tangible

and intangible assets of ATK and its subsidiaries are pledged as collateral under the Senior Credit

Facility Borrowings under the Senior Credit Facility bear interest at rate equal to either the sum of

base rate plus margin or the sum of Eurodollar rate plus margin Each margin is based on ATKs
senior secured credit ratings Based on ATKs current credit rating the current base rate margin is

1.25% and the current Eurodollar margin is 2.25% The weighted average interest rate for the Term

Loan was 2.49% at March 31 2012 ATK pays an annual commitment fee on the unused portion of the

Revolving Credit Facility based on its senior secured credit ratings Based on ATKs current rating this

fee is 0.35% at March 31 2012 As of March 31 2012 ATK had no borrowings against its $600000

Revolving Credit Facility and had outstanding letters of credit of $175773 which reduced amounts

available on the Revolving Credit Facility to $424227 ATK has had no short term borrowings under its

Revolving Credit Facility since the date of issuance Debt issuance costs of approximately $12800 are

being amortized over the term of the Senior Credit Facility

The Senior Credit Facility discussed above replaced the Senior Credit Facility dated March 29

2007 the previous Senior Credit Facility The Term Loan balance associated with the previous

Senior Credit Facility was paid off in the second quarter
of fiscal 2011 and the remaining deferred debt

issuance costs of $936 were written off at that time ATK had no short term borrowings on this

revolving credit facility during fiscal 2011
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2.75% Convertible Notes due 2011

In fiscal 2007 ATK issued $300000 aggregate principal amount of 2.75% Convertible Senior

Subordinated NOtes the 2.75% Convertible Notes due 2011 that matured on September 15 2011

During the quarter ended July 2011 ATK purchased $50427 aggregate principal amount from

holders of the notes at market price The remaining $249573 was repaid in cash following the maturity

of these notes The contingently issuable shares had no impact on the number of ATKs diluted shares

outstanding during any of the periods presented because ATKs average stock price during those

periods was below the conversion price

6.75% Notes

In fiscal 2006 ATK issued $400000 aggregate principal amount of 6.75% Senior Subordinated

Notes the 6.75% Notes that mature on April 2016 These notes are general unsecured

obligations Interest on these notes accrues at rate of 6.75% per annum and is payable semi-ainually

on April and October of each year ATK has the right to redeem some or all of these notes from

time to time at specified redemption prices Debt issuance costs related to these notes of $7700 are

being amortized to interest expense over ten yeara

6.875% Notes

In fiscal 2011 ATK issued $350000 aggregate principal amount of 6.875% Senior Subordinated

Notes the 6.875% Notes that mature on September 15 2020 These notes are general unsecured

obligations Interest on these notes is payable on March 15 and September 15 of each year ATK has

the right to redeem some or all of these notes from time to time on or after September 15 2015 at

specified redemption prices Prior to September 15 2015 ATK may redeem some or all of these notes

at price equal to 100% of their principal amount plus accrued and unpaid interest to the date of

redemption and specified make-whole premium In addition prior to September 15 2013 ATK may
redeem up to 35% of the aggregate principal amount pf these notes at price equal to 106.875% of

their principal amount plus accrued and unpaid interest to the date of redemption with the proceeds

of certain equity offerings Debt issuance costs of approximately $7100 related to these notes are being

amortized to interest expense over ten years

3.00% Convertible Notes

In fiscal 2005 ATK issued $200000 aggregate principal amount of 3.00% Convertible Senior

SubOrdinated Notes the 3.00% Convertible Notes that mature on August 15 2024 Interest on these

notes is payable on Februaly 15 and August 15 of each year Starting with the period beginning On

August 20 2014 and ending on February 14 2015 and for each of the six-month periods thereafter

beginning on February 15 2015 ATK will pay contingent interest during the applicable interest period

if the average trading price of these notes on the five trading days ending on the third day immediately

preceding the first day of the applicable interest period equals or exceeds 120% of the principal

amount of these notes The contingent interest payable per note within any applicable interest period

will equal an annual rate of 0.30% of the average trading price of noe during the measuring period

The contingent interest feature is treated as an embedded derivative and the fair value of this feature

was insignificant at March 31 2012 and 2011 ATK may redeem some or all of these notes in cash at

any time on or after August 20 2014 Holders of these notes may require ATK to repurchase in cash
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some or all of these notes on August 15 2014 and August 15 2019 Holders may also convert their

3.00% Convertible Notes into shares of ATKs common stock under the following circumstances

when during any fiscal quarter the last reported sale price of ATK stock is greater than or equal to

130% of the conversion price currently $102.02 or $103.68 for at least 20 trading days in the period of

30 consecutive trading days ending on the last trading day of the preceding fiscal quarteI if ATK
calls these notes for redemption or upon the occurrence of certain corporate transactions These

notes had an initial conversion rate of 12.5392 shares per $1 principal amount conversion price of

$79.75 Pursuant to provisions in the indenture requiring adjustment of the conversion rate upon the

payment of dividends the conversion rate for these notes is now 12.7422 which correspondingly has

changed the conversion price per share to $78.48 The stock price condition was satisfied during fiscal

2008 and accordingly the unamortized debt issuance costs which were previously being amortized

through the first redemption date of these notes of approximately $3200 were written off The stock

price condition was met during fiscal 2009 and $547 of these notes were converted in fiscal 2009 The

stock price condition was not satisfied during ATKs fourth fiscal quarter of 2012 therefore the

remaining principal amouit of $199453 as pf March 31 2012 is classified as long-term In fiscal 2005
ATK amended the indenture to require ATK to satisfy 100% .the principal amount of these notes

solely in cash with any amounts above the principal amount to be satisfied in cash common stock or

combination of cash and common stock at the sole election of ATK If certain fundamental changes

occur on or prior to August 15 2014 ATK will in certain circumstances increase the conversion rate by

number of additional shares of common stock or lieu thereof ATK may in certain circumstances

elect to adjust the conversion rate and related conversion obligation so that these notes are convertible

into shares of the acquiring or surviving company These .contingently issuable shares increased the

number of ATKs diluted shares outstanding for fiscal 2010 by 50653 shares because ATKs average

stock price exceeded the conversion price during that year These shares had no impact on diluted

shares outstanding for fiscal 2012 or 2011 as the average stock price did not exceed the conversion

price during those years

2.75% Convertible Notes due 2024

In fiscal 2010 ATK repaid in cash the remaining $279763 principal amount of its 2.75%

Convertible Notes due 2024

The following tables provide additional information about ATKs convertible notes

March 31 2012

3.00% due 2024

Carrying amount of the equity component 56849

Principal amount of the liability component 199453

Unamortized discount of liability component 17451

Net carrying amount of liability component 182002

Remaining amortization period of discount 149 months

Effective interest rate on liability component 7.000%
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March 31 2011

2.75% due 2011 3.00% due 2024 Total

Carrying amount of the equity component 50779 56849 $107628

Principal amount of the liability component 300000 199453 499453

Unamortized discount of liability component 5875 23869 29744

Net carrying amount of liability component 294125 175584 469709

Remaining amortization period of discount months 161 months

Effective interest rate on liability component 6.800% 7.000%

Based on ATKs closing stock price of $50.12 on March 31 2012 the if-converted value of these

notes does not exceed the aggregate principal amount of the notes

Rank and Guarantees

The 3.00% Convertible Notes the 6.875% Notes and the 6.75% Notes rank equal in right of

payment with each other and all of ATKs future senior subordinated indebtedness and are

subordinated in right of payment to all existing and future senior indebtedness including the Senior

Credit Facility The outstanding notes are guaranteed on an unsecured basis jointly and severally and

fully and unconditionally by substantially all of ATKs domestic subsidiaries The parent company has

no independent assets or operatiotis Subsidiaries of ATK other than the subsidiary guarantors are

minor All of these guarantor subsidiaries are 100% owned by ATK These guarantees are senior

subordinated obligations of the applicable subsidiary guarantors

Scheduled Minimum Loan Payments

The scheduled minimum loan payments on outstanding long-term debt are as follows

Fiscal 2013 30000

Fiscal 2014 40000

Fiscal 2015 239453

Fiscal 2016 260000

Fiscal 2017 400000

Thereafter 350000

Total $1319453

ATKs total debt current portion of debt and long-term debt as percentage of total

capitalization total debt and stockholders equity was 58% as of March 31 2012 and March 31 2011

respectively

Covenants and Default Provisions

ATKs Senior Credit Facility and the indentures governing the 6.75% Notes the 6.875% Notes

and the 3.00% Convertible Notes impose restrictions on ATK including limitations on its ability to

incur additional debt enter into capital leases grant liens pay dividends and make certain other

payments sell assets or merge or consolidate with or into another entity In addition the Senior Credit

Facility limits ATKs ability to enter into sale-and-leaseback transactions As of March 31 2012 this
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limit was approximately $710388 The Senior Credit Facility also requires that ATK meet and maintain

specified financial ratios including minimum interest coverage ratio and maximum consolidated

senior leverage ratio and maximum consolidated leverage ratio Many of ATKs debt agreements

contain cross-default provisions so that non-compliance with the covenants within one debt agreement

could cause default under other debt agreements as well ATKs ability to comply with these

covenants and to meet and maintain the financial ratios may be affected by events beyond its control

Borrowings under the Senior Credit Facility are subject to compliance with these covenants As of

March 31 2012 ATK was in compliance with the financial covenants

Cash Paid for Interest on Debt

Cash paid for interest totaled $58717 in fiscal 2012 $65970 in fiscal 2011 and $52840 in fiscal

2010 Cash received for interest totaled $616 in fiscal 2012 $560 in fiscal 2011 and $574 in fiscal 2010

10 Employee Benefit Plans

ATK provides defined benefit pension plans and defined contribution plans for the majority of its

employees ATK has tax qualified defined benefit plans supplemental nonqualified defined benefit

pension plan defined contribution plan and supplemental non-qualified defined contribution

plan qualified plan meets the requirements of certain sections of the Internal Revenue Code and

generally contributions to qualified plans are tax deductible qualified plan typically provides benefits

to broad group of employees and may not discriminate in favor of highly compensated employees in

coverage benefits or contributions In addition ATK provides medical and life insurance benefits to

certain retirees and their eligible dependents through its postretirement plans

Defined Benefit Plans

ATK is required to reflect the funded status of the pension and other postretirement PRB
plans on the consolidated balance sheet The funded status of the plans is measured as the difference

between the plan assets at fair value and the projected benefit obligation ATK has recognized the

aggregate of all underfunded plans within the accrued pension liability and postretirement and

postemployment benefits liabilities The portion of the amount by which the actuarial present value of

benefits included in the projected benefit obligation exceeds the fair value of plan assets payable in the

next 12 months is reflected in other accrued liabilities

Previously unrecognized differences between actual amounts and estimates based on actuarial

assumptions are included in accumulated other comprehensive loss in our consolidated balance sheet

and the difference between actual amounts and estimates based on actuarial assumptions has been

recognized in other comprehensive income in the period in which they occur

ATKs measurement date for remeasuring its plan assets and benefit obligations is March 31
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Pension Plans ATK has qualified noncontributory defined benefit pension plans that coyer

substantially all employees hired prior to January 2007 Eligible non-upion employees hired on or

after January 2007 and certain union employees are not coveredby deJined benefit plan but

substantially all do receive an employer contribution through defined contributin plan discussed

below The defined benefit plans provide either pension benefits based on employee annual pay level

and years of credited service or stated amounts for each year of credited service ATK funds the plans

in accordance with federal requirements calculated using appropriate actuarial niethQds Depending on

the plan they are covered by employees generally vest after three or five years

ATK also sponsors nonqualified supplemental executive retirement plan which provides certain

executives and highly compensated employees the opportunity to receive pension benefits in excess of

those payable through tax qualified pension plans The benefit obligation of these plans is included in

the pension information below

Other Postretirement Benefit Plans Generally employees who terminated employment from ATK

on or before January 2004 and were at least age 50 or 55 with at least five or ten years ofsetvice

depending on the provisions of the pension plan they are eligible for are entitled to pre and/or

post-65 healthcare company subsidy and retiree life insurance coverage Employees who terminaed

employment after January 2004 but before January 2006 are eligible only foE pre-65 company

subsidy The portion of the healthcare premium cost borne by ATK for such benefits is based on the

pension plan they are eligible for years
of service and age at termination
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The following table shows changes in the benefit obligation plan assets and funded status of

ATKs qualified and non-qualified pension plans and otherPRB plans Benefit obligation balances

presented below reflect the projected benefit obligation PBO for our pension plans and

accumulated PRB obligations APBO or our other PRB plans

Pension Benefits

Years Ended March 31

Other Postretirement

Benefits

Years Ended March 31

2012 2011 2012 2011

Amounts Recognized in the Balance Sheet

Other accrued liabilities

Postretirement and postemployment benefits

liabilities

Accrued pension liability

Net.amountrecognized

Accumulated other comprehensive loss income
related to

Unrecognize4 net actuarial losses

Unrecognized prior service benefit

Accumulated other comprehensive loss income

Other Postretirement

Benefits

Years Ended March 31

2012 2011

7147 5016 4939 5477

93532 105080

_________ _________
$98471 $110557

Obligations and Funded Status

Change in benefit obligation

Benefit obligation at beginning of year $2740278 $2628273 164108 178541

Service cost 64710 69904 76 199

Interest cost 149284 150868 7814 8820
Plan Amendments 109 3974
Actuarial loss gain 245115 50865 4948 2232
Benefits paid 158963 159741 12495 17246
Benefit obligation at end of

year $3040424 $2740278 $154555 164108

Change in plan assets

Fair value of plan assets at beginning of year $2063906 $2000854 53551 52130
Actual return on plan assets 168015 210372 4221 5618
Retiree contributions 6976 7380

Employer contributions 81500 12421 10807 13050

Benefits paid 158963 159741 19471 24627
Fair value of plan assets at end of year $2154458 $2063906 56084 53551

Funded status 885966 676372 98471 $110557

Pension Benefits

Years Ended March 31

2012 2011

878819

885966

$1504022

1208

$1502814

671356

676372

$1347265

1589

$1345676

36200 44829

42792 51174

659 6345
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Information for Pension Plans with an Accumulated

Benefit Obligation in Excess of Plan Assets

Projected benefit obligation

Accumulated benefit obligation

Fair value of plan assets

The components of net periodic benefit cost are as follows

March 31

2012
___________

Service cost 64710

Interest cost 149284

Expected return on plan assets 175590
Amortization of unrecognized net loss .. 95934

Amortization of unrecognized prior service

cost
_________ _________

Net periodic benefit cost before special

termination benefits cost curtailment 133957 129139

Special termination benefits cost

curtailment

Other Postretirement Benefits

Years Ended March 31

2012 2011 2010

76 199$ 205

7814 8820 11559

3512 3383 2672
2972 3083 2092

65808 1031 171 2554

448

$1031 277$ 2554

During fiscal 2010 ATK recorded settlement expense of $6287 to recognize the impact of lump

sum benefit payments made in the non-qualified supplemental executive retirement plan

The Medicare Prescription Drug Improvement and Modernization Act of 2003 the Act reduced

ATKs APBO measured as of December 31 2005 One of ATKs other PRB plans is actuarially

equivalent to Medicare but ATK does not believe that the subsidies it will receive under the Act will

The estimated amount that will be amortized from accumulated other comprehensive loss into net

periodic benefit cost in fiscal 2013 is as follows

Pension

Recognized net actuarial losses $124796

Amortization of prior service benefits 391
______

Total $124405
______

Other

Postrtth-ement

Benefits

2654

________
8381

________
$5727

The accumulated benefit obligation for all defined benefit pension plans was $2755331 as of

March 31 2012 and $2445747 as of March 31 2011

2012 20j1

$3040424

2755331

2154458

$2740278

2445747

2063907

Pension Benefits

Years Ended March 31

2011

69904

150868

176692
85448

2010

54603

156898

171054
25750

381 389 389 8381 8548 8630

6287

Net periodic benefit cost $133957 $129139 72095

During fiscal 2011 ATK recorded curtailment gain of $448 to recognize the impact on PRB plans

associated with the elimination of future medical and life insurance benefits under negotiated union

contract

90



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS Continued

Amounts in thousands except share and per share data and unless otherwise indicated

10 Employee Benefit Plans Continued

be significant Because ATK believes that participation levels in its other PRB plans will decline the

impact to ATKs results of operations in any period has not been and is not expected to be significant

Assumptions

Other Postretirement

Pension Benefits Benefits

2012 2011 2010 2012 2011 2010

Weighted-Average Assumptions Used to Determine

Benefit Obligations as of March 31

Discount rate 4.90% 5.60% 5.90% 4.40% 5.00% 5.35%

Rate of compensation increase

Union 3.26% 3.79% 3.84%

Salaried 3.55% 4.02% 4.05%

Other Postretirement

Pension Benefits Benefits

2012 2011 2010 2012 2011 2010

Weighted-Average Assumptions Used to Determine Net

Periodic Benefit Cost for Years Ended March 31

Discount rate 5.60% 5.90% 8.15% 5.00% 5.35% 7.90%

Expected long-term rate of return on plan assets 8.00% 8.00% 8.00% 6.00% 6.00% 6.00%
7.00% 7.00% 8.00%

Rate of compensation increase

Union 3.79% 3.84% 3.82%

Salaried 4.02% 4.05% 4.09%

In developing the expected long-term rate of return assumption ATK considers input from its

actuaries and other advisors annualized returns of various major indices over long term time horizon

and ATKs own historical 5-year and 10-year compounded investment returns The expected long-term

rate of return of 8.0% used in fiscal 2012 for the plans was based on an asset allocation range of

30-50% in equity investments 30-40% in fixed income investments 5-15% in real estate/real asset

investments 5-27% collectively in hedge fund and private equity investments and 0-6% in cash

investments The actual return in any fiscal year will likely differ from ATKs assumption but ATK
estimates its return based on long-term projections and historical results Therefore any variance in

given year does not necessarily indicate that the assumption should be changed

In developing the expected long-term rate of return assumption for other PRB plans ATK
considers input from actuaries historical returns and annualized returns of various major indices over

long periods The expected long-term rates of returns are based on the weighted average asset

allocation between the assets held within the 401h and those held in fixed income investments

Assumed Health Care Cost Trend Rates used to Measure Expected Cost of Benefits

2013 2012

Weighted average health care cost trend rate 7.70% 7.60%

Rate to which the cost trend rate is assumed to decline the ultimate

trend rate 5.00% 5.10%

Fiscal year that the rate reaches the ultimate trend rate 2022 2019
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Since fiscal 2006 health are cost trend rates have been set specifically for each benefit plan and

design Assumed health care cost trend rates have significant effect on tle amounts reported for

health care plans one-percentage point increase or decrease in the assumed health care cost trend

rates would have the following effects

One-Percentage One-Percentage
Point Increase Point Decrease

Effect on total of service and interest cost 397 348
Effect on postretirement

benefit obligation 9031 7917

Plan Assets

Pension ATKs pension plan weighted-average asset allocations at March 31 2012 and 2011 aid

the target
allocations for fiscal 2013 by asset category are as follows

Actual as of

March 31

2013 2012 2011

Asset Category

Domestic equity
20

.-

30% 25.8% 26.6%

lnternational equity
10 20% 14.7% 16.7%

Fixed income 30 40% 37.6% 34.6%

Real assets 15% 7.2% 6.2%

Hedge funds/private equity
27% 12.9% 14.0%

Other investments/cash 6% 1.8% 1.9%

Total 100% 100% 100%

ATI has committee which assisted by outside consultants evaluates the objectives and

investment policies concerning its long term mvestment goals and asset allocation strategies Plan assets

are invested various asset classes that are expected to produce sufficient level of diversification and

investment return over the long term The investment goals are to meet or exceed the assumed

actuarial rate of return over the long term within reasonable and prudent levels of risk and to

preserve the real purchasing power of assets to meet future obligations The nature and duration of

benefit obligations along with assumptions concerning asset class returns and return correlations are

considered when determming an appropriate asset allocation to achieve the investment objectives

Pension plan assets for ATKs qualified pension plans are held in trust for the benefit of the plan

participants and -are invested in diversified portfolio of equity investments fixed income investments

realasset investments real estate timber energy hedge funds private equity and cash Risk targets

are established and monitored against acceptable ranges All investment policies and ptucedures are

designed to ensure that the plans investments are in compliance with the- Employee Retirement

Income Security Act Guidelines are established defining permitted investments within each asset class
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During fiscal 2012 ATK continued to implement the investment strategy recommended by the

asset-liability study conducted during fiscal 2010 The results emphasized the importance of managing
the volatility of pension assets relative to pension liabilities while still achieving competitive

investment return achieving diversification between and within various asset classes and managing
other risks In order to reduce the volatility between the value of pension assets and liabilities ATK
has continued to increase the allocation tO and duration of fixed income investments ATK regularly

reviews its actual asset allocation and periodically rebalances its investments to the targeted allocation

when considered appropriate Target allocation ranges are guidelines not limitations and occasionally

due to market conditions and other factors actual asset allocation may vary above or below target

The implementation of the investment strategy discussed above is executed through variety of

investment structures such as direct share or bond ownership common/collective trusts or registered

investment companies Valuation methodologies differ for each of these structures The valuation

methodologies used for these investments structures are as follows

US Government Securities Corporate Debt Common and Preferred Stoclç Other Investments and

Registered Investment Companies Investments are valued at the closing price reported on the active

market on which the individual securities are traded

Common/Collective Trusts Investments in collective investment vehicle are valued by multiplying
the investee companys net asset value per share with the number of units or shares owned at the

valuation date as determined by the investee company Net asset value per share is determined by the

investee companys custodian or fund administrator by deducting from the value of the assets of the

investee company all of its liabilities and the resulting number is divided by the outstanding number of

shares or units Investments held by the CCT including collateral invested for securities on loan are

valued on the basis of valuations furnished by pricing service approved by the CCTs investment

manager which determines valuations using methods based on market transactions for comparable
securities and various relationships between securities which are generally recognized by institutional

traders or at fair value as determined in good flhith by the CCTs investment manager

Partnership/Joint Venture Interests Given the inherent illiquidity of many partnership/joint venture

investments these investments are generally valued based on unobservable inputs that reflect the

reporting entitys own assumptions about the assumptions that market participants would use pricing

the asset While the valuation methodologies may differ among each entity methods for valuing these

assets may include but are not limited to discounted cash flow analysis net asset values and

comparable trading data for similar investments

Funds in Insurance Company Accounts These investments are valued at fair value by discounting

the re1ted cash flows based on current yields of similar instruments with comparable durations

considering the credit-worthiness of the issuer

The methods described above may produce fair value calculation that may not be indicative of

net realizable value or reflective of future fair values Furthermore while ATK believes its valuation

methods are appropriate and consistent with other market participants the use of different

methodologies or assumptions to determine the fair value of certain financial instruments could result

in different fair value measurement at the reporting date
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Fair ValueThe following table presents the pension plan investments using the fair value

hierarchy discussed in Note as of March 31 2012

Quoted Prices

in Active

Markets for

Identical Assets

Level

287400

462177

48034

Significant Other

Observable Inputs

Level

5273

272420

815

50555

44748

$828807

Significant

Unobservable

Inputs Level

526762

1278

$528040

Total

5273

287400

272420

462177

526762

815

505551

48034

46026

$2154458

Interest-bearing cash

U.S Government securities

Corporate debt

Common stock

Partnership/joint venture interest

Other investments

Common/collective trusts

Registered investment companies

Value of funds in insurance company

accounts

Total

The following table presents the pension

in Note as of March 31 2011

Interest-bearing cash

U.S Government securities

Corporate debt

Common stock

Partnership/joint venture interest

Other investments

Common/collective trusts

Registered investment companies

Value of funds in insurance company

accounts

Total

$797611
_______ _______ _________

plan investments using the fair value hierarchy discussed

Quoted Prices

in Active

Markets for

Identical Assets

Level

260870

439096

49207

$749173

Significant Other

Observable Inputs

Level

7193

316155

477191

44033

$844572

Significant

Unobservable

Inputs Leve

468796

1366

$470162

Total

7193

260870

316155

439096

468796

477191

49207

45399

$2063907
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The following table presents reconciliation of Level assets held during the year ended

March 31 2012

Common/Collective Insurance Partnerships
frusts Contracts Joint Ventures

Balance at April 2011 $1366 $468796
Realized losses gains 5145
Net unrealized losses gains 9411
Net purchases issuances and settlements 82 43410
Net transfers into out of Level

Balance at March 31 2012 $1278 $526762

The following table
presents reconciliation of Level assets held during the

year
ended

March 31 2011

Common/Collective Insurance Partnerships/

frusts Contracts Joint Ventures

Balance at April 2010 2827 $1450 $436480
Realized gains 97 14861

Net unrealized losses gains 25 36339
Net purchases issuances and settlements 1642 96 22353
Net transfers out of into Level 1257 3469

Balance at March 31 2011 $1366 $468796

There was no direct ownership of ATK common stock included in plan assets as of any of the

periods presented

Other Postretirement Benefits ATKs other PRB obligations were 36.3% and 33% pre-funded as of

March 31 2012 and 2011 respectively

Portions of the assets are held in 401h account held within the pension master trust and are

invested in the same manner as the pension assets Approximately 38% and 37% of the assets were

held in the 401h account as of Marth 31 2012 and 2011 respectively The remaining assets are in

fixed income investments ATKs investment objective for the other PRB plan assets is the preservation

and safety of capital

Contributions

During fiscal 2012 ATK contributed $74600 directly to the pension trust and $6900 directly to

retirees under its supplemental nonqualified executive retirement plan ATK also contributed $10807

to its other PRB plans ATK made qualified pension plan trust contribution of $140000 in April 2012

fiscal 2013 and is required to make additional contributions of $15000 to meet its legally required

minithum contributions for fiscal 2013 ATK also expects to distribute approximately $7147 directly to

retirees under its supplemental executive retirement plans and contribute approximately $12966 to its

other postretirement benefit plans in fiscal 2013
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Expected Future Benefit Payments

The following benefit payments which reflect expected future service are expected to be paid in

the
years ending March 31 The pension benefits will be paid primarily out of the pension trust The

postretirement benefit payments are shown net of the expected subsidy for the Medicare prescription

drug benefit under the Medicare Prescription Drug Improvement and Modernization Act of 2003

which are not material to be presented separately

Other

Pension Postretlremeflt

Benefits Benefits

2013 178072 $14134

2014 168892 13836

2015 175 13445

2016 180422 13076

2017 188159 12822

2018 through 2022 1062494 57694

Termination

In the event ATK terminates any of the plans under conditions in which the plans assets exceed

that plans obligations U.S Government regulations require that fair allocationof any of th plans

assets based on plan contributions that were reimbursed under U.S Goyernment contracts wilF be

returned to the U.S Government

Defined Contribution Plan

ATK also sponsors defined contribution plan Participation in this plan is available to

substantially all U.S employees The defined contribution plan is 401k plan with an employee stock

ownership ESOP feature to which employees may contribute up to 50% of their pay highly

compensated employees are subject to limitations Employee contributions are invested at the

employees direction among variety of investment alternatives including an ATK common stock fund

Participants may transfer amounts into and out of the investment alternatives at any time Any

dividends declared on ATK common stock can be either reinvested within the ATK common stock fun4

or provided as cash payment Effectiye January 2004 the iTK natching contribution and

non-elective contribution to this plan depends on participants years
of service pension plan

participation and certain other factors Participants receive

matching contribution of 100% of the first 3% of the participants contributed pay phi 0% of

the next 2% of the participants contributed pay or

matching contribution of 50% of the first 6% of the participants contribUted pay or

matching contribution of 100% of the first 3% of the paj%icipalts contriluted pay plus 50% of

the next 3% of the participants contributed pay subject to ne year vesting and non-elective

contribution based on recognized compensation age and service subject to three year vesting

or
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an automatic enrollment of 6% pre-tax contribution rate of which the participant can either

change or opt out along with matching contribution of 100% of the first 3% of the

participants contributed pay plus 50% of the next 3% of the participants contributed pay

subject to one year vesting and non-elective contribution based on recognized compensation

age and service subject to three year vesting or

non-elective contribution based on the recognized compensation age and service subject to

three year vesting or

no matching contribution

ATKs contributions to the plan were $35993 in fiscal 201 $36479 in fiscal 2011 and $36009 in

fiscal 2010

As of March 31 2012 ATK had approximately 14500 U.S employees eligible under the plan

Approximately 10% of these employees were covered by collective bargaining agreements The majority

of represented employees work at three locations TWo of the major collective bargaining agreements
have terms that expire in calendar 2012 One contract will be renegotiated the other contract will

expire and be renegotiated by the successor company that will operate the Radford facility following

the expiration of ATKs contract to operate that facility and three other contracts expire in calendar

2013

11 Income Taxes

Income before income taxes and noncontrolling interest is as follows

Years Ended March 31

Current

US

Non-US

Income before income taxes and noncontrolling

interest

ATKs income tax provision consists of

2012 2011 2010

$403204 $436026 $433428

3762 2648 1989

$406966 $438674 $435417

Years Ended March 31

Current

Federal

State

Non-US

Deferred

Federal

State

Non-US

Income tax provision

2012 2011 2010

$128651 95840

7176 6054

414 51

7315 25486 7662
206 2468 4324

$143762 $124963 $156473

$152421

7390
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The items responsible for the differences between the federal statutory rate and ATKs effective

rate are as follows

Statutory federal income tax rate

State income taxes net of federal impact

Domestic manufacturing deduction

Estimated nondeductible portion of litigation

Research and development credit

Change in prior year contingent tax liabilities

Impact of non-US operations

Other

Change in valuation allowance

Income tax provision

Deferred Income TaxesDeferred income taxes arise because of differences in the timing of the

recognition of income and expense items for financial statement reporting and income tax purposes

The net effect of these temporary differences between the carrying amounts of assets and liabilities are

classified in the consolidated financial statements of financial position as current or noncurrent assets

or liabilities based upon the classification of the related assets and liabilities or if there is no

corresponding balance on the balance sheet the expected period for reversal As of March 31 2012

and 2011 the components of deferred tax assets and liabilities were as follows

Deferred tax assets

Deferred tax liabilities

Valuation allowance
________ ________

Net deferred tax assets

Years Ended March 31

2012 2011 2010

35.0% 35.0% 35.0%

2.6% 2.0% 2.4%

2.6% 2.2% 1.8%
13% %-

0.5% 0.9% 0.6%
0.2% 4.1% 0.5%

0.3% 0.2%
0.2% 1.0% 0.2%

0.2% 0.1% 0.2%

35.3% 28.5% 35.9%

Years Ended March 31

2012 2011

871228 785786

630035 615303

4754 4121

236439 166362
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As of March 31 2012 and 2011 the deferred tax assets and liabilities resulted from temporary

differences related to the following

Other comprehensive income provision 574968 489423
Post retirement benefit obligations 46991 51069
Accruals for employee benefits 38159 44242

Other reserves 37950 31638

Other 36644 20822

Contract method of revenue recognition 19737 9024
State Carryforwards 9564 12609

Inventory 8943 13130

Pension 296455 275360

Property plant equipment 98561 82164
Intangible assets 71818 63939
Debt-related 64929 61963
Valuation allowance 4754 4121

Net deferred income tax asset 236439 $166362

ATK believes it is more likely than not that the recorded deferred benefits will be realized through

the reduction of future taxable income ATKs recorded valuation allowance of $4754 at March 31

2012 relates to capital loss carryovers ad certain state net operating loss and credit carryforwards that

are not expected to be realized before their expiration The valuation allowance increased during fiscal

2012 due to the recognition of current year capital losses and change in the amount of state

carryforward benefits expected to be utilized before expiration expiration of capital loss carryforwards

expiration of state credit carryforwards partially offset by the changes to prior year capital loss

carryforwards

The deferred tax assets include $6273 related to state tax credit carryforwards nd $3291 for state

net operating loss carryforwards These carryforwards expire as follows $833 through fiscal 2015 $1014

in fiscal 2016 through fiscal 2020 $3040 in fiscal 2021 through fiscal 2025 and $3436 in fiscal 2026

through 2030 and $792 in fiscal 2031 through 2035 The remaining $320 as well as alternative

minimum tax credits of $129 can be carried forward indefinitely Additionally the deferred tax assets

include $2393 of capital loss carryforwards which expire through 2017

ATK has provided for U.S deferred income taxes in the amount of $696 on undistributed earnings

not considered permanently reinvested However ATK has not provided for U.S deferred income taxes

or foreign withholding tax on undistributed earnings of $6410 from our non-U.S subsidiaries because

such earnings are considered to be permanently reinvested It is not practicable to estimate the amount

of tax that may be payable upon distribution

Income taxes paid net of refunds totaled $116028 in fiscal 2012 $141488 in fiscal 2011 and

$100657 in fiscal 2010

Unrecognized Tax BenefitsUnrecognized tax benefits consist of the carrying value of ATKs

recorded uncertain tax positions as well as the potential tax benefits that could result from other tax

positions that have not been recognized in the financial statements under current authoritative

guidance At March 31 2012 and 2011 unrecognized tax benefits that have not been recognized in the
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financial statements amounted to $37906 and $31855 respectively of which $30248 and $25206

respectively would affect the effective tax rate if recognized The remaining balance is related to

deferred tax items which only impact the timing of tax payments Although the timing and outcome of

audit settlements are uncertain it is reasonably possible that $15252 reduction ofthe uncertain tax

benefits will occur in the next 12 months The settlement of these unrecognized tax benefits could

result in earnings from $0 to $12788

ATK has classified uncertain tax positions as non-current income tax liabilities unless expected to

be paid within one year reconciliation of the beginnmg and endmg amount of unrecomzed tax

benefits excludmg interest and penalties is as follows

Year Ended Year Ended

March 31 2011 March 31 2010

Unrecognized Thx Benefitsbeginning of period

Gross increasestax positions
in prior periods

Gross decreasestax positions in prior periods

Gross increasescurrent-period tax positions

Settlements

Lapse of statute of limitatiOns

Unrecogthzed Tax Benefittnd of penod

37191

733

16801
9621

973
239

29532

394

$34715

$22603

8753

160
6587

592

$37191

ATK reports income tax-related interest income within the income tax provision Penalties and

tax-related interest expense are also reported as cdmponent of the inconiØ tax Drovision As of

March 31 2012 and 2011 $2507 and $1639 of income tax-related interest and $684 and $683 of

penalties were included in accrued income taxes respectively

On July 13 2010 ATK settled the examination of the fiscal 2007 and 2008 tax returns with tije

Internal Revenue Service IRS This settlement resulted in the recognition of $22289 of tax benefits

in the second quarter of fiscal 201 This benefit included the federal and state impact from the closure

of the federal audit as well as reduction to the reserves for subsequent years

ATK or one of its subsidiaries files income tax returns in the US federal VaiOUS U.S tate and

foreign jurisdictions With few exceptions ATK is no longer subject to U.S federal state and local or

foreign income tax examinations by tax authorities for years prior to 2005 The IRS has completed the

federal audits of ATK through fiscal 2008 The IRS is currently auditing ATKs tax returns for fiscal

years
2009 ahd 2010 We believe appropriate provisions for all outstanding issues have been made for

all remaining open years in all junsdictions

12 Commitments

ATK leases land buildings and equipment under various operating leases which generally have

renewal options of one to five years Rent expense sas $82494 in fiscal2Q12 $8G391 in fiscal 2011

and $71486 in fiscal 2010
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The following table summarizes the operating lease payments expected to be paid in each of the

following fiscal years

Fiscal 2013 69427
Fiscal 2014 61310
Fiscal 2015 54290
Fiscal 2016 49164
Fiscal 2017 44410
Thereafter 100253

Total $378854

ATK currently leases its facility in Magna Utah from private party This facility is used in the

prtx.iuction and-testing of some of ATKs rocket motors The current lease extends through September

2022 The lease requires ATK to surrender the property back to its owner in its original condition

While ATK currently anticipates operating this facility indefinitely ATK could incur significant costs if

ATK were to terminate this lease

ATK has known conditional asset retirement obligations such as contractual lease restoration

obligations to be performed in the future that are not reasonably estimable due to insufficient

information about the timing and method of settlement of the obligation Accordingly these obligations

have not been recorded in the consolidated financial statements liability for these obligations will be

recorded in the period when -sufficient information regarding timing and method of settlement becomes

available to mate reasonable estimate of the liabilitys fair value

13 Contingencies

Litigation From time to time ATK is subject to various legal proceedings including lawsuits

which arise out of and are incidental to the conduct of ATKs business ATK does not consider any of

such proceedings that are currently pending iudividually or in the aggregate notwithstanding that the

unfavorable resolution of any matter may have material effect on our net earnings in any particular

quarter to be material to its business or likely to result in material adverse effect on its operating

results financial condition or cash flows

On or about April 10 2006 former ATK employee filed qui tam complaint in federal court in

Utah alleging that ATIC knowingly submitted claims for payment to the U.S Government for defective

LUU series illuminating flares that failed to conform to certain safety specifications and falsely certified

compliance with those specifications On January 23 2012 the parties met in mediation session that

resulted in an agreement to settle the lawsuft As result of the settlement agreemeifl ATIC established

litigation accrual of $25500 during fiscal 2012 This payment was made in April 2012 An additional

warranty accrual of approximately $10700 was recorded during fiscal 2012 as the Company will retrofit

up to 76000 flares as part of the settlement

US Government Investigations ATK is also subject to U.S Government investigations from which

civil criminal or administrative proceedings could result Such proceedings could involve claims by the

U.S Government for fines penalties compensatory and treble damages restitution and/or forfeitures

Under government regulations company or one or more of its operating divisions or subdivisions

can also be suspended or debarred from government contracts or lose its export privileges based on
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the results of investigations ATK believes based upon all available information that the outcome of

any such pending government investigations will not have material adverse effect on its operating

results financial condition or cash flows

Claim Recoveiy Profits expected to be realized on contracts are based on managenlents estimates

of total contract sales value and costs at completion Estimated amounts for contract changes and

claims are included in contract sales only when realization is estimated to be probable At March 31

2012 based on progress
to date on certain contracts there is approximately $131379 included in

unbilled receivables for contract claims

Environmental Liabilities ATKs operations and ownership or use of real property are subject to

number of federal state and local environmental laws and regulations including those for discharge of

hazardous materials remediation of contaminated sites and restoration of damage to the environment

At certain sites that ATK owns or operates or formerly owned or operated there is known or potential

contamination that ATK is required to investigate or remediate ATK could incur substantial costs

including remediation costs resource restoration costs fines and penalties or third party property

damage or personal injury claims as result of liabilities associated with past practices or violations of

environmental laws or non-compliance with environmental permits

The liability for environmental remediation represents managements best estimate of the present

value of the probable and reasonably estimable costs related to known remediation obligations The

receivable represents the present value of the amount that ATK expects to recover as discussed below

Both the liability and receivable have been discounted to reflect the present value of the expected

future cash flows using discount rate of 1.0% and 2.50% as of March 31 2012 and 2011 respectively

ATKs discount rate is calculated using the 20-year Treasury constant maturities rate net of an

estimated inflationary factor of 1.9% rounded to the nearest quarter percent The following is

summary of the amounts recorded for environmental remediation

March 31 2012 March 31 2011

Liability Recehab1e Liability Receivable

Amounts payable receivable $61227 $35638 $59869 $34337

Unamortized discount 3731 1925 7983 3$62

Present value amounts payable

receivable $57496 $33713 $51886 $30475

Amounts expected to be paid or received in periods more than one year from the balance sheet

date are classified as non current Of the $57496 discounted liability as of March 31 2012 $5135 was

recorded within other Current liabilities and $52361 was recorded within other long-term liabilities Of

the $33713 discounted receivable ATK recorded $4825 within other current assets and $2888g within

other non-current assets As of March 31 2012 the estimated discounted range of reasonably possible

costs of environmental remediation was $57496 to $79755

ATK expects that portion of its environmental compliance and remediation costs will be

recoverable under U.S Government contracts Some of the remediation costs that are not recoverable

from the U.S Government that are associated with facilities purchased in business acquisition may be

covered by various indemnification agreements as described below
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13 Contingencies Continued

As part of its acquisition of the Hercules Aerospace Company in fiscal 1995 ATK generally

assumed responsibility for environmental compliance at the facilities acquired from Hercules

the Hercules Facilities ATK believes that portion of the compliance and remediation costs

associated with the Hercules Facilities will be recoverable under U.S Government contracts If

ATK were unable to recover those environmental remediation costs under these contracts ATK
believes that these costs will be covered by Hercules Incorporated subsidiary of Ashland Inc

Hercules under environmental agreements entered into in connection with the Hercules

acquisition Under these agreements Hercules has agreed to indemnify ATK for environmental

conditions relating to releases or hazardous waste activities occurring prior to ATKs purchase of

the Hercules Facilities as long as they were identified in accordance with the terms of the

agreement fines relating to pre-acquisition environmental compliance and environmental claims

arising out of breaches of Hercules representations and warranties Hercules is not required to

indemnify ATK for any individual claims below $50000 Hercules is obligated to indemnify ATK
for the lowest cost response of remediation required at the facility that is acceptable to the

applicable regulatory agencies ATK is not responsible for conducting any remedial activities with

respect to the Clearwater FL facility In accordance with its agreement with Hercules ATK
notified Hercules of all known contamination on non-federal lands on or before March 31 2000

and on federal lands on or before March 31 2005

ATK generally assumed responsibility for environmental compliance at the Thiokol Facilities

acquired from Alcoa Inc A1coa in fiscal 2002 ATK expects that portion of the compliance

and remediation costs associated with the acquired Thiokol Facilities will be recoverable under

U.S Government contracts In accordance with its agreement with Alcoa ATK notified Alcoa of

all known environmental remediation issues as of January 30 2004 Of these known issues ATK
is responsible for any costs not recovered through U.S Government contracts at Thiokol

Facilities up to $29000 ATK and Alcoa have agreed to split evenly any amounts between

$29000 and $49000 and ATK is responsible for any payments in excess of $49000 At this time

ATK believes that costs not recovered through U.S Government contracts will be immaterial

ATK cannot ensure that the U.S Government Hercules Alcoa or other third parties will

reimburse it for any particular environmental costs or reimburse ATK in timely manner or that any

claims for indemnification will not be disputed U.S Government reimbursements for cleanups are

financed out of particular agencys operating budget and the ability of particular governmental

agency to make timely reimbursements for cleanup costs will be subject to national budgetary

constraints ATKs failure to obtain full or timely reimbursement from the U.S Government Hercules

Alcoa or other third parties could have material adverse effect on its operating results financial

condition or cash flows While ATK has environmental management programs in place to mitigate

these risks and environmental laws and regulations have not had material adverse effect on ATKs

operating results financial condition or cash flows in the past it is difficult to predict whether they will

have material impact in the future
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At March 31 2012 the aggregate undiscounted amounts payable for environmental remediation

costs net of expected recoveries are estimated to be

Fiscal 2013

Fiscal 2014

Fiscal 2015

Fiscal 2016

Fiscal 2017

Thereafter

Total

310

2327

304

2572

2016

18060

$25589

There were no material insurance recoveries related to environmental remediation during any of

the periods presented

14 Stockholders Equity

ATK has authorized 5000000 shares of preferred stock par value $1.00 none of which has been

issued

ATK sponsors four stock-based incentive plans which are the Alliant Techsystems Inc 1990 Equity

Incentive Plan the Non-Employee Director Restricted Stock Plan the 2000 Stock Incentive Plans and

the 2005 Stock Incentive Plan As of March 31 2012 ATK has authorized up to 238236Ocommon

shares under the 2005 Stock Incentive Plan of which 99360 common shares are available to be

granted No new grants will be made out of the other three plans

There are four types of awards outstanding under ATKs stock incentive plans performance

awards total stockholder return perfotthance awards TSR awards restricteçl stock and stock

options ATK issues treasury shares upon the payment of performance awards and TSR awards grant

of restricted stock or exercise of stock options

As of March 31 2012 there were up to 626064 shares reserved for performance awards for key

employees Performance shares are vilued at the fair value of ATK stock as of the grant dtte and

expense is recognized based on the number of shares expected to vest under the terms of the award

under which they are graited Of these shares

No shares were earned during fiscal 2012 upon achievement of certain financial performance

goals including sales and EPS for the fiscal 2010 through fiscal 2012 period and as such 23365

shares were forfeited during fiscal 2012

up to 211458 shares will become payable only upon achievement of certain financial

performance goals including sales EPS and return on invested capital for the fiscal 2011

through fiscal 2013 period

up to 267981 shares will become payable only upon achievement of certain performance goals

including sales and return on invested capital for the fiscal 2012 through fiscal 2014 period and

up to 123260 shares will become payable only upon achievement of certain performance goals

including sales and return on invested capital for the fiscal 2013 through fiscal 2015 period
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In May 2011 93681 shares were distributed or deferred based upon achievement of certain

financial performance goals including sales and EPS fdr the fiscal 2009 through fiscal 2011 period

As of March 31 2012 there were up to 124213 shares reserved for TSR awards for key

employees ATK uses an integrated Monte Carlo simulation model to determine the fair value of the

TSR awards The Monte Carlo model calculates the probability of satisfying the market conditions

stipulated in the award This probability is an input into the trinomial lattice model used to determine

the fair value of the awards as well as the assumptions of other variables including the risk-free

interest rate and expected volatility of ATKs stock price in future periods The risk-free rate is based

on the U.S dollar-denominated U.S Treasury strip rate with remaining term that approximates the

life assumed at the date of grant The weighted average fair value of TSR awards granted was $38.14

and $40 67 during fiscal 2012 and 2011 respectively There were no TSR awards granted during fiscal

2010 There were 4288 TSR awards granted during fiscal 2012 The weighted average assumptions used

in estimating the value of the TSR award were as follows

Fiscal 2012 Fiscal 2011

Risk-free rate 1.22% 1.35%

Expected volatility 27.90% 27.7%

Expected dividend yield 1.17% 0.7%

Expected award life
years years

Of the shares reserved for TSR awards for key employees

No shares were earned during fiscal 2012 as the market conditions stipulated for the fiscal 2010

through 2012 period were not satisfied and as such 33371 TSR awards were forfeited during

fiscal 2012

31442 shares will become payable upon satisfaction of the market conditions stipulated for the

fiscal 2011 through 2013 period and

59400 shares will become payable upon satisfaction of the market conditions stipulated for the

fiscal 2012 through 2014 period

Restricted stock granted to non-employee directors and certain key employees totaled 215559
shares in fiscal 2012 84969 shares in fiscal 2011 and 31523 shares in fiscal 2010 Restricted shares vest

over periods generally ranging from one to three years from the date of award and are valued at the

fair value of ATKs common stock as of the grant date

Stock tptions may be granted periodically with an exercise price equal to the fair market value of

ATKs common stock on the date of grant and generally vest from one to three years from the date of

grant Options are generally granted with seven-year or ten-year terms

The weighted average fair value of each option grant is estimated on the date of grant using the

Black-Scholes option pricing model and represents the difference between fair market value on the

date of grant and the estimated market value on the expected exercise date The option pricing model

requires ATK to make assumptions The risk-free rate is based on U.S IFeasury zero-coupon issues

with remaining term that approximates the expected life assumed at the date of grant Expected

volatility is based on the historical volatility of ATKs stock over the past seven years The expected

option life is based on the contractual term of the stock option and expected employee exercise and
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post-vesting employment termination trends The weighted average fair value of options granted was

$12.90 during fiscal 2012 The following weighted average assumptions were used fQr grants

Year ended

March 31 2012

Risk-free rate 0.82%

Expected volatility
25.03%

Expected dividend yield
1.27%

Expected option life years

Total pre-tax
stock-based compensation expense of $6724 $9740 and $16664 was recognized

during fiscal 2012 2011 and 2010 respectively The total income tax benefit recognized in the income

statement for share based compensation was $2604 $3748 and $6461 during fiscal 2012 2011 and

2010 respectively

summary of ATKs stock option activity is as follows

Year Ended March 31 2012

Weighted Average

Remaining

Weighted Average Contractual Life

Exercise Price in years
___________________

$62.85

56.79

52.88

_______
65.64

$62.02 2.7

_______
$64.53 0.7

The total intrinsic value of options exercised was $1278 $5064 and $6275 during fiscal 2012

2011 and 2010 respectively Total cash received from options exercised was $5709 $13819 and $8381

during fiscal 2012 2011 and 2010 respectively

summary of ATKs performance share award TSR award and restricted stock award activity is

as fol1cis

Nonvested at April 2011

Granted

Canceled/forfeited

Vested _______ _____

Nonvested at March 31 2012

Outstanding at beginning of period

Granted

Exercised

Forfeited/expired

Outstanding at end of period

Options exercisable at end of period

Shares

606922

135661

107944

216517

418122

282461

Aggregate Intrinsic

Value

per option

Year Ended March 2012

Weighted Average
Grant Date

Shares Fair Value

854523 $78.85

347287 60.63

161307 61.79

64263 69.51

976240 $67.08
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As of March 31 2012 the total unrecognized compensation cost related to nonvested stock-based

compensation awards was $38972 and is expected to be realized over weighted average period of

1.9 years

Share Repurchases

On August 2008 ATKs Board of Directors authorized the repurchase of up to 5000000 shares

The Board had determined that the repurchase program would serve primarily to offset dilution from

the Companys employee and director benefit compensation programs but it could also be used for

other corporate purposes as determined by the Board

During fiscal 2012 ATK repurchased 742000 shares for $49991 During fiscal 2009 ATK

repurchased 299956 shares for $31609 On January 31 2012 ATKs Board of Directors authorized

new share repurchase program of up to $200000 worth of shares of ATK common stock executable

over the next two years The shares may be purchased from time to time in open market block

purchase or negotiated transactions subject to compliance with applicable laws and regulations The

new repurchase authorization also allows the Company to make repurchases under Rule 10b5-1 of the

Securities Exchange Act of 1934 This share repurchase program replaces the prior program authorized

in 2008

15 Realignment Obligations

In February 2012 ATK announced that it will begin operating in three-group structure in fiscal

2013 The three-group structure will maximize efficiency reduce cost support customer needs leverage

the Companys investments and improve overall agility within its markets For further disctssion see

Note 16 In conjunction with this realignment ATK incurred realignment charges in the fourth quarter

of fiscal 2012 The charges relate primarily to termination benefits offered to employees asset

impairment charges and costs associated with the closure of certain facilities The composition of these

charges was as follows

Termination benefits $7313

Asset impairment 978

Facility closure and other costs 675

Total $8966

The following table summarizes ATKs realignment liability activity during fiscal 2012 related to

the termination benefits and facility closure and other costs

Facility

Closure

Fermination Asset and Other

Benefits Impairment Costs Total

Balance at March 31 2011

Expense 7313 978 675 8966

Cash paid 272 272
Non-cash settlements 165 978 378 1521

Balance at March 31 2012 $7148 25 7173
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ATK expects to liquidate the majority of the remaining liabilityduring fiscal 2013

The fiscal 2012 realignment charges were recorded at Corporate and have been allocated between

Cost of Sales and Operating Expenses in the Consolidated Income Statements based on the nature of

the expense These costs were reflected in Corporate in order to provide greater clarity on the

operating results of the other business segments which are evaluated for incentive purposes based on

their performance excluding these charges ATK does not anticipate incurring -material realignment

costs associated with the realignment beyond those incurred -in fiscal 2012

16 Operating Segment Information

ATK operates its business structure within four operating groups These operating segments are

defined based on the reporting and review process
used by ATKs chief executive officer and other

management As of March 31 2012 ATKs four operating groups are

Aerospace Systems which generated 29% of ATKs external sales in fiscal 2012 develops and

produces rocket motor systems for human and cargo launch vehicles conventional and strategic

missiles missile defense interceptors
small and micro satellites satellite components structures

and subsystems lightweight space deployables and solar arrays and provides engineering and

technical services Additionally Aerospace Systems operates in the military and commercial

aircraft and launch structures markets Other products include ordnance such as dec9y and

illuminating flares

Armament Systems which generated 34% of ATKs external sales in fiscal 20J2 develops and

produces military small medium and large caliber ammunition precision munitions gun

systems aid propellant and energetic miterials It also operates the U.S Army ammunition

plants in Independence MO and Radford VA

Missile Products which generated 15% of A1Ks external sales in fiscal 2012 operates across the

following market areas strike weapons tactical propulsion inspace propulsion hypersonic

research missile defense and missile interceptor capabilities fuzes and warheads composites

special mission aircraft and electronic warfare

Security and Sporting which generated 22% of ATKs external sales in fiscal 2012 develops and

produces commercial products and tactical systems and equipment

Fiscal 2013 Operation Structure

Beginning in fiscal 2013 ATK commenced operations in three group structure As result of this

realignment ATKs three operating segments are

Aerospace Group consisting of the current aerospace structures space systems operations and

structures and components businesses.

Defense Group consisting of the former Armament Systems and Missile- Eroducts businesses

Sporting Group consisting of the current accessories and commercial ammunition businesses

The fiscal 2013 realignment is not reflected in the information contained in this report
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ATK derives the majority of its sales from contracts with and prime contractors to the U.S

Government ATKs U.S Government sales intluding sales to U.S Government prime contractors

during the last three fiscal years were as folkws

U.S Government Percent of

Fiscal Sales sales

2012 $2922202 65%
2011 3281035 68%
2010 3333425 69%

The military small-caliber ammunition contract which is reported within Armament Systems

contributed approximately 15% 15% and 13% of total fiscal 2012 2011 and 2010 sales respectively

No other single contract contributed more than 10% of ATKs sales in fiscal 2012 2011 or 2010

No single commercial customer accounted for 10% or more of ATKs total sales during fiscal 2012

2011 or 2010

ATKs foreign sales to customers were $702981 in fiscal 2012 $694537 in fiscal 2011 and

$631978 in fiscal 2010 During fiscal 2012 approximately 26% of these sales were in Aerospace

Systems 43% were in Armament Systems 13% were in Missile Produqts and 18% were in Security

and Sporting Sales to no individual country outside the United States accounted for more than 4% of

ATKs sales in fiscal 2012 Substantially all of ATKs assets are held in the United States

The following summarizes ATKs results by segment

Year Ended March 31 2012

Aerospace Armament Missile Security and

Systems Systems Products Sporting Corporate Ibtal

Sales

External customers $1347802 $1580644 $682133 $1002820 $4613399

Intercompany 16432 139581 132240 21029 309282

Total 1364234 1720225 814373 1023849 309282 4613399

Capital expenditures 74194 6456 12455 21742 7445 122292

Depreciation 46061 18066 13675 16741 3494 98037
Amortization of intangible

assets 1142 1864 7842 10848

Income before interest

income taxes and

noncontrolling interest 143817 247240 87448 91234 74153 495586

Total assets 1539899 617643 575860 750622 1057722 4541746
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Year Ended March 31 2011

Aerospace Armament Missile Security and

Systems Systems Products Sporting

$1806339 $673694

95072 118704

1901411 792397

14258 23117

28451 12714

862

$1432678

12987

1445665

64916

38507

2454

131011

1400833

Sales

External customers

Intercompany

Total

Capital expenditures

Depreciation

Amortization of intangible

assets

Income before interest

income taxes and

noncontrolling interest

Total assets

Sales

External customers

Intercompany

Corporate

237677

237677

2014

6727

$929553

10914

940468

25896

13642

7829

Total

$4842264

4842264

130201

100041

11145

525726

4443845

211740 68787 128437 14249
568052 524036 742359 120856

Year Ended March 31 2010

Armament Missile Security and

Systems Products Sporting Corporate Total

$1662583

99520

1762103

21222

20838

$760200

155341

915541

22104

14047

$761845

3416

765261

33108

10990

278320

278320
5616

8551

3822 1134

Aerospace

Systems
____________ __________ ____________ ___________ ____________

$1623038 $4807666

20043
_________ _______ _______ ________

Total 1643081 4807666

Capital expenditures 61422 143472

Depreciation 39313 93739

Amortization of intangible

assts 1135 6091

Income before interest

income taxes and

noncontrolling interest 145858 31841 512337

Total assets 1291660 947371 3869624

During the second quarter of fiscal 2012 ATK recognized an $18000 benefit from favorable

contract resolution on program within Armament Systems

As result of the LUU flares settlement agreement ATK established litigation accrual of

$25500 during fiscal 2012 This payment was made in April 2012 An additional warranty accrual of

approximately $10700 was recorded during fiscal 2012 as the Company will retrofit up to 76000flares

as part of the settlement The impact of this settlement was recorded at Corporate

During the third quarter of fiscal 2011 Aerospace Systems recognized $25000 reduction in sales

and profit on commercial aerospace structures program This reduction in sales and profit resulted

from increased program costs scope changes and new factory start-up processes

During fiscal 2010 ATK recorded an $11400 noncash charge within Armament Systems related to

the Companys TNT production facility and ATKs decision to procure all future TNT requirements

from an off-shore vendor

168094 58653 107891

461604 679644 489345
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During fiscal 2010 ATK recorded $24586 noncash asset impairment charge within Aerospace

Systems and $13422 noncash asset impairment charge within Missile Products related to the

Companys decision to discontinue the use of the Thiokol and MRC trade names as discussed in

Note

During fiscal 2010 ATK recognized approximately $14000 of growth in contract costs associated

with the construction of an energetics facility for the Australian Ministry of Defense As the program

moves closer to completion it has been transitioned from Aerospace Systems Group to the Annament

Systems Group given that ATKs core expertise in high volume energetics production lies within

Armament Systems

Certain administrative functions are primarily managed by ATK at the corporate headquarters

Corporate Some examples of such functions are human resources pension and postretirement

benefits corporate accounting legal tax and treasury Significant assets and liabilities managed at

Corporate include those associated with debt pension and postretirement benefits environmental

liabilities litigation liability related to LUU flare strategic growth costs and income taxes

Costs related to the administrative functions managed by Corporate are either recorded at

Corporate or allocated to the business units based on the nature of the expense The difference

between penskffi and postretirement benefit exiense calculated under Financial Accounting Standards

and the expense calculated under U.S Cost Accounting Standards is reccrdedat the corporate level

which provides for greater clarity on the operating results of the business segnints Administrative

expenses such as corporate accounting legal and treasury costs are allocated out the business

segments Environmental expenses are allocated to each segment based on the origin of the underlying

environmental cost Transactions between segments are recorded at the segment level consistent with

ATKs financial accounting policies Intercompany balances and transactions involving different

segments are eliminated at ATKs consolidated financial statements leveL These elintinations are shown

abOve in Corporate and were $33697 $23390 and $30705 for fiscal- 2012 2011 and 2010

respectively

17 Quarterly Financial Data Unaudited

Quarterly financial data is simmarized as follows

Fiscal 2012 Quarter Ended

july October January March 31

Sales $1075255 $1109418 $1117484 $1311242

Gross profit 245224 261256 245804 242612

Net income attributable to Alliant Techsystems Inc 71158 79991 49685 61418

Alliant Techsystems Inc.s earnings per common

share

Basic earnings per share 2.15 2.45 1.52 1.87

Diluted earnings per share 2.13 2.43 1.51 1.86

Cash dividends per share

Declared 0.20 0.20 0.20 0.20

Paid 0.20 0.20 0.20 0.20
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Fiscal 2011 Quarter Ended

July October January March 31

Sales $1202151 $1209235 $1129290 $1301588

Gross profit .. 252264 251090 232800 265412

Net income attributable to Alliant Techsystems Inc 74644 97246 70181 71104

Alliant Techsystems Inc.s earnings per common

share

Basic earnings per share 2.26 2.93 211 2.12

Diluted earnings per share 2.24 2.91 2.09 2.10

Cash dividends per share

Declared 0.20

Paid 0.20

The sum of the per share amounts for the quarters may not equal the total for the year due to the

application of the trØaSuiy stock method

During the first quarter of fiscal 2012 Aerospace Systems recognized gain of $5400 related to

the sale of non-essential parcel of land

Dthing the second quarter of fiscal 2012 A1K recognized an $18000 benefit from favorable

contract resolution on program within Armament Systems as well as additional costs for strategic

growth initiatives

During the third quarter
of fiscal 2012 ATK established litigation accrual of $25500 related to

the LUU flare litigation This payment was made in April 2012 An additional warranty accrual of

approximately $7800 was recorded for the cost to retrofit up to 76000 flares as part of the settlement

During fourth quarter
of fiscal 2012 ATK incurred costs related to the realignment of its busitless

segments

During the third quarter
of fiscal 2011 Aerospace Systems recognized $25000 reduction in sales

and profit on commercial aerospace structures program This reduction in sales aild profit resulted

from increased program costs scope changes and new factory start-up processes
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ITEM CHANS INA4D1iLSMREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None

ITEM 9A CONTROLS AND 1SROCEDURE

Disclosure Controls and Procedures

ATKs Chief Executive Officer and Chief Financial Officer evaluated the effectiveness of the

design and operation of ATKs disclosure controls anctprocedures as defined in Rule 13a-15e under

the Securities Exchange Act of 1934 as of March 31 2012 and have concluded that ATKs disclosure

controls and procedures are effective to ensure that information required to be disclosed by ATK in

reports that ATK files or submits under the Securities Exchange Act of 1934 is recorded processed

summanzed and reported withm the time
ppriods specified in the SECs rules and forms These

disclosure controls and procedures include without limitation controls and procedures designed to

ensure that informatun required to be disclosed in the reports ATK files or submits is accumulated

and commuiucated to management including the Chief Executive Officer and Chief Financial Officer

as appropnate to allow timely dccisons regarding re4uired disclosure

Changes in Internalontrol over Financial Reporting

During the quarter ended March 31 2012 there was no change in ATKs internal control over

financial Eeportingas defined in Rule 13a-15underthe Securities Exchange Act of 1934 that has

materially affected pr is reasOnably likely tcv materially affect ATKs internal control over financial

reporting

Mauagcmeuts 1çport on Internal control over Financial Reporting

The management if ATK prepared and is respohsible for the consolidated financial statements and

all relatdfinartcial iæforniation contained in this Form 10-K This responsibility includes establishing

and maintining adequate internal control over financial reporting ATKs internal control over

financial reportingwas designed to.provide reasonable assurance regarding the reliability of financial

reporting and the preparation of financial statements for external purposes in accordance with

accounting principles generally accepted in the United States of America

To lnply with the rquirŁment of Section 404 of the Sarbanes-Oxley Act of 2002 ATK designed

and lmpfemtnted ttilctured and comprehensive assessment process to evaluate its internal control

over financial pnrting The assessment of the effectivne of ATKs internal control over financial

reporting was based on criteria established in Internal ControlIntegrated Framork issued by the

Conmittee of Sponsoring Orginizations of ti Treadway Commission Because of its inherent

limitations system of internal control .ovc financial repprting cn provide only reasonable assurance

and may not prevent or detect issçateient Management regularly rnoitors As internal control

over financial reporting and actions are taken to correct any deficiencies as they are identified Based

on our assessment management has concluded thai ATKs internal control over financial reporting is

effective as of March 31 2012

Our internal control ever financial reporting as of March 31 2012 has been audited by Deloitte

Touche LLR an independent registered public accounting firm as stated in their report which is

included herein

Is DRY0UNG

President and Chief Executive Officer

Is NEAL COHEN

Executive Vice President and Chief Financial Officer

May 23 2012
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REPORT OF INDEPENDENT REGISTERED PUBLIC A3COUNTING FIRM

To the Board of Directors and Stockholders of Alliant Techsystems InØ

We have audited the internal control over financial reporting of Alliant Techsystems Inc and

subsidiaries the Company as of March 31 2012 based on criteçia stalUshed.jnntçinal ContrQl

Integrated Framework issued by the Committee of Sponsoring Organizations of the freÆdway

Commission The Companys management is responsible for maintaining effective internal control over

financial reporting and for its assessment of the effectiveness of internal control oyer financial

reporting included in the accompanying Managements Report on Internal Control over Financiai

Reporting Our responsibility is to express an opinion on the Companys internal control over financial

reporting based on our audit

We conducted our audit in accordance with the standards of the Public Con%pany Accbuntin

Oversight Board United States Those standards require that we plan and perform the audit to obtam

reasonable assurance about whether effective internal control over financial repottng was mintamed
in all material respects Our audit mcluded obtaining an understanding of inteml control over

financial reporting assessing the risk that material weakness exists testing and evaliatin the
design

and operating effectiveness of internal control based on the asessed risk and performing such other

procedures as we considered necessaiy in the circumstances We elieve hatou auit providesa

reasonable basis for our opinion

companys internal control over financial reporting is process designed by or under the

supervision of the companys principal executive and principal financial officersor persons performing

similar functions and effected by the companys board of directors management and other personnel

to provide reasonable assurance regarding the reliability of financial reporting and the preparation of

financial statements for external purposes in accordance with generally accepted acxMftting i1t
companys internal control over financial reporting includes those policies and .procedure that

pertain to the maintenance of records that in reasonable detaU accurately and fairly etlectthe

transactions and dispositions of the assets of the company provide reasonable assirance that

transactions are recorded as necessary to permit preparation of financial statementsiinaccordnce with

generally accepted accounting principles and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company and

provide reasonable assurance regarding prevention or timely detectipn of unaiithorzed acquisition

use or disposition of the companys assets that could have material effect on tlifinaiiCja1 statements

Because of the inherent limitations of internal control over financial reSEti inchMihgth

possibility of collusion or improper management override of controls material inistªtŁrnents due to

error or fraud may not be prevented or detected on timely basis AJO projeetiOns of any evaluation

of the effectiveness of the internal control over financial reporting to future periods are subject to the

risk that the controls may become inadequate because of changes in conditions or that the degree of

compliance with the policies or procedures may deteriorate

In our opinion the Company maintained in all material respects effective internal control over

financial reporting as of March 312012 based on the criteria established in Internal ControlIntegrated

Framework issued by the Committee of Sponsonng Organizations of the freadway Commission

We have also audited in accordance with the standards of the Public Company Accounting

Oversight Board United States the consolidated financial statements as of and for the year ended

March 31 2012 of the Company and our report dated May 23 2012 expressed an unqualified opinion

on those financial statements

Is DELOITFE TOUCHE LLP

Minneapolis MN
May 23 2012
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ITEM 91L OTHER INFORMATION

None

PART III

The information required by Item 10 other than the information presented below as well as the

information required by Items 11 through 14 is incorporated by reference from ATKs definitive Proxy

Statement pursuant to General Instruction G3 to Jorm 10-K ATK will file its definitive Proxy

Statement pursuant to Regulation 14A by June 30 2012

iTEM 10 DIRECTORS EECUT1VE OFFICERS AND CORPORATE GOVERNANCE

Information regarding ATKs directors is incorporated by reference from the section entitled

Proposal 1Election of Directors in ATKs Proxy Statement for the 2012 Annual Meeting of

Stockholders Information regarding ATKs executive officers is set forth under the heading Executive

Officers in Item of Part of this Form 10-K and is incorporated by reference in this Item 10

Information about compliance with Section 16a of the Securities Exchange Act of 1934 is

incorporated by reference from the section entitled Section 16a Beneficial Ownership Reporting

Compliance in the 2012 Proxy Statement

Information regarding ATKs code of ethics ATKs Business Ethics Code of Conduct which ATK
has adopted for all directors officers and employees is incorporated by reference from the section

entitled corporate GovernanceBusiness Ethics Code of Conduct in the 2012 Proxy Statement ATKs
Business Ethics Code of Conduct is available on our website at www.atk corn by selecting About Us and

then Values

Since the date of ATKs 2011 Proxy Statement there have been no material changes to the

procedures by which security holders may recommend nominees to ATKs Board of Directors

Information regarding ATKs Audit Committee including the Audit Committees financial experts

is incorporated by reference from the section entitled Corporate GovernanceMeetings of the Board and

Board CommitteesAudit Committee in the 2012 Proxy Statement

ITEM 11 EXECUTiVE COMPENSATION

Information about compensation of ATKs named executive officers is incorporated by reference

from the section entitled Executive Compensation in the 2012 Proxy Statement Information about

compensation of ATKs directors is incorporated by reference from the section entitled Director

Compensation in the 2012 Proxy Statement Information about compensation committee interlocks is

incorporated by reference from the section entitled Corporate GovernanceCompensation Committee

Interlocks and Insider Participation in the 2012 Proxy Statement

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Information about security ownership of certain beneficial owners and management is incorporated

by reference from the section entitled Security Ownership of Certain Beneficial Owners and Management

in the 2012 Proxy Statement Information regarding securities authorized for issuance under equity

compensation plans is set forth under the heading Equity Compensation Plan Information in Item of

Part II of this Form 10-K and is incorporated by reference in this Item 12
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iTEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACUONS AN1 DffiECFOH

INDEPENDENCE

Information regarding transactions with related persons is incorporated by reference from the

section entitled Certain Relationships and Related Transattions in the 2012 Proxy Statement

Information about director independence is incorporated by reference ftm the stion entittd

Corporate GovernanceDirector Independence in the 2012 Proxy Statemeit

ITEM 14 PRINCIPAL ACCOUNTANT FEES AND SERVICES

Informatioiab9ut principal accouptaifl fees and services as well rlated pie..apzoyl pQUcles

and procedures is incorporated by reference from the section entitled Fees Paid to Independent

Registered Public Accounting Firm in the 2012 Proxy Statement
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PART IV

ITEM 15 EXHIBITS AND YINANCIAL STATEMENT SCHEDULES

Documents filed as part of this Report

Financial Statements

The following is list of all of the Consolidated Financial Statements included in Item of Part II

Page

Report of Independent Registered Public Acounting Firm 61

Consolidated Income Statements 62

Consolidated Balance Sheets 63

Consolidated Statements of Cash Flows 64

Consolidated Statement of Equity 65

Notes to the Consolidated Financial Statements 66

Financial Statement Schedules

All schedules for which provision is made in the applicable accounting regulations of the Securities

and Exchange Commission have been omitted because of the absence of the conditions under which

they are required or because the information required is shown in the financial statements or notes

thereto

Exhibits

See Exhibit Index at the end of this Report
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchàne Act of 1934 the

registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly

authorized

ALLIANT TECHSYSTEMS INC

Date May 23 2012 By Is NEAL COHEN

Name Neal Cohen

Title Executive Vice President and Chief

Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed

below by the following persons on behalf of the registrant and in the capacities and on the dates

indicated

Signature Title

Mark DeYoung

Is NEAL COHEN

Neal Cohen

Roxanne Decyk

Martin Faga

Ronald Fogleman

April Foley

Tig Krekel

President and Chief Executive Officer principal

executive officer and Director

Executive Vice President and Chief Financial

Officer principal financial and accounting officer

Director

Director

Chairman of the Board

Director

Director
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Date May 23 2012

Signature

William Van Dyke

Director

tirector

Director

Director

Title

By Is DEBORAH MOESCHL

Name Deborah Moeschi

Attorney-in.fact

Douglas Maine

Roman Martinez IV

Mark Ronald
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ALLIANF TECHSYSTEMS INC
FORM 10-K FOR THE FISCAL YEAR ENDED MARCH 31 2012

EXHIBIT INDEX

The following exhibits are filed electronically with this report unless the exhibit number is followed

by an asterisk in which case the exhibit is incorporated by reference from the dccuinent listed The

applicable Securities and Exchange Commission File Number is 1-10582 unless otherwise indicated

Exhibit numbers followed by pound sign identif exhibits that are either management contract

or compensatory plan or arrangement required to be filed as an exhibit to this Form 10-K Excluded

from this list of exhibits pursuant to Paragraph iii of Item 601 of Regulation S-K may be

one or more instruments defining the rights of holders of long-term debt of the Registrant The

Registrant hereby agrees
that it will upon request of the Securities and Exchange Commission furnish

to the Commission copy of any such instrument

Exhibit

Number Description of Exhibit and document from which incorporated by reference if applicable

3i.1 Restated Certificate of Incorporation of the Registrant effective July 20 1990 including

Certificate of Correction effective September 21 1990 Exhibit 3i.1 to Form 10-0 for

the quarter ended September 28 2008

3i.2 Certificate Pesignations Preferences and Rights of Series JuniorParticipating

Preferred Stock of the Registrant effective September 28 1990 Exhibit 3i.2 to

Form 10-Q for the quarter ended September 28 2008

3i.3 Certificate of Amendment of Restated Certificate of Incorporation effective August

2001 Exhibit 3i.3 to Form 10-0 for the quarter ended September 28 2008

i.4 Certificate of Amendment of Restated Certificate of Incorporation effective August

2002 Exhibit 3i.4 to Form 10-0 for the quarter ended September 28 2008

i.5 Certificate of Amendment of Restated Certificate of Incorporation effective August

2008 Exhibit 3i.5 to Form 10-0 for the quarter ended September 28 2008

3ii.1 Bylaws of the Registrant as Amended and Restated Effective August 2006 Exhibit 3.1

to Form 8-K dated August 2006

4.1 Form of Certificate for common stock par value $.01 per share Exhibit 4.1 to the

Form 10-K for the year ended March 31 2005

4.2.1 Rights Agreement dated as of May 2002 by and between the Registrant and The

Bank of New York Mellon successor to LaSalle Bank National Association as rights

agent Exhibit 4.1 to the Form 8-A filed on May 14 2002

4.2.2 Amendment dated as of November 2010 to the Rights Agreement dated as of

May 2002 between the Registrant and The Bank of New York Mellon successor to

LaSalle Bank National Association as rights agent Exhibit 4.1 to Form 8-K dated

November 2010

4.3.1 Indenture dated as of March 15 2006 between the Registrant and The Bank of New

York Trust Company N.A as trustee relating to 6.75% Senior Subordinated Notes due

2016 Exhibit 4.9 to the Registration Statement on Form S3ASR dated March 2006

4.3.2 First Supplemental Indenture dated as of March 15 2006 among the Registrant its

subsidiaries and The Bank of New York Trust Company N.A relating to 6.75% Senior

Subordinated Notes due 2016 Exhibit 4.12 to Form 8-K dated March 16 2006
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Exhibit

Number Description Exhibit and document from which incorporated by refrrence if applicable

433 Global Security representing the 6.75% Senior Subordinated Notes due 2016 dated

March 15 2006 Exhibit 4.13 to FoEm 8-K dated March 16 2006

4.34 Second Supplemental Indenture dated as of September 13 2010 among the Registrant

as issuer certain subsidiaries of the Registrant as guarantors and The Bank of New

York Mellon Trust Company N.A as trustee relating to 6.875% Senior Subordinated

Notes due 2020 Exhibit 4.1 to Form 8-K dated September 2010

4.4.1 Indenture dated as of August 13 2004 among the Registrant as Issuer the Subsidiary

Guarantors identified in the Indenture and BNY Midwest Tnist Company as Trustee

relating to 3.00% Convertible Senior Subordinated Notes due 2024 Exhibit 4.1 to

Form 10-Q for the quarter ended October 2004

4.4.2 First Supplemental Indenture dated as of October 26 2004 to Indenture dated as of

August 13 2004 among the Registrant as Issuer Subsidiary Guarantors identified in the

Indenture and BNY Midwest Trust Company as ihistee Exhibit 4.2 to Form 10-Q for

the quarter ended October 2004

10.1 Second Amended and Restated Credit Agreement dated as of October 2010 among

the Registrant as the Borrower the Lenders named therein Bank of America N.A as

Administrative Agent The Royal Bank of Scotland plc U.S Bank National Association

Wells Fargo Bank National Association and SunTrust Bank as Co-Syndication Agents

Banc of America Securities LLC RBS Securities Inc U.S Bank National Association

Wells Fargo Securities LLC and Sunihist Robinson Humphrey Inc as Joint Lead

Arrangers and Banc of America Securities LLC as Sole Bookrunning Manager

Exhibit 10.1 to Form 8-K dated October 2010

10.2 Purchase and Sale Agreement dated as of October 28 1994 between the Registrant and

Hercules Incorporated the Purchase Agreement including certain exhibits and

certain schedules and list of schedules and exhibits omitted Exhibit to Form 8-K

dated October 28 1994

10.3 Master.Amendment to Purchase Agreement dated as of March 15 1995 .between the

Registrant and Hercules Incorporated including exhibits Exhibit 2.2 to Form 8-K dated

Match 15 1995

10.4.1 Environmental Agreement dated as of October 28 1994 between the Registrant and

Hercules Incorporated Exhibit 10.2.1 to the Form 10-K for the year ended March 31

2003 the Fiscal 2003 Form 10-K

10.4.2 Arnndment to Environmental Agreement dated March 15 1995 Exhibit 10.2.2 to the

Fiscal 2003 Form 10-K

10.5 -Form of Indemnification Agreement between the Registrant and its directors and officers

Exhibit 1U.6 to Amendment No filed September 17 1990 to the Form 10

Registration Statement.Jiled with the Securities and Exchange Commission on July 20

1990

10.6 Description of non-employee Directors cash and equity compensation Director

CompensationSummary Compensation Information on page 22 of Schedule 14A filed

onJune 17 2010

10.7 Non-Employee DirectOr Restricted Stock Award and Stock Deferral Program as

amended and restated October 30 2007 Under the Alliant Techsystems Inc 2005 Stock

Incentive Plan Exhibit 10.1 to Form 8-K dated October 29 2007
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Exhibit

Number Description of Exhibit and document from which lilcorporated by reference If applicable

10.8 Amended and Restated Non-Employee Director Restricted Stock Plan Amended and

Restated as of October 30 2007 Exhibit 10.3 to Form 8-K dated October 29 2007

10.9 Deferred Fee Plan for Non-Employee Directors as amended and restated October 30
2007 Exhibit 10.2 to Form 8-K dated October 29 2007

10 10 Description of compensation arrangement for Neal Cohen the Registrants Chief

Financial Officer Item 5.02 of Form 8-K dated January 30 2012

10 11 Transition Agreement and General Release of Claims beteen the Registrant and

Keith Ross dated April 16 2012

10.12 Alliant Techsystems Inc Executive Officer Incentive Plan As Amended and Restated

Effective August 2011 Exhibit 10.1 to Form 8-K dated August 20U
10.13.1 Alliant Techsystems Inc 2005 Stock Incentive Plan As Amended and stated Effective

August 2009 Exhibit 10.1 to Form 8-K dated August 2009

10.13.2 Form of Non-Qualified Stock Option Agreement Cliff Vesting under the Alliant

Techsystems Inc 2005 Stock Incentive Plan Exhibit 10.25.2 to the Form1-K for the

year ended March 31 2006

10 13 Form of Non-Qualified Stock Option Award Agreement Installmeit Vstjg under the

Alliant Techsystems Inc 2005 Stock Incentive Plan for option grants in th year ended

March 31 2012

10.13.4 Form of Performance Growth Award Agreement under the Alliant lŁchsystems Inc 2005

Stock Incentive Plan for the Fiscal Year 2010-2012 Performance Period Exhibit 10.14.8

to the Form 10-K for the year ended March 31 2009 the Fiscal 2009 Form 10-K
10.13.5 Form of Performance Growth Award Agreement under theAlliant Thchsystems Inc 2005

Stock Incentive Plan for the Fiscal Year 2011-2013 Performance Period Exhibit 10.3 to

the Form 10-Q for the quarter ended July 2010

10.13.6 Form of Performance Growth Award Agreement under theAlliant Thchystems Inc 2005

Stock Incentive Plan for the Fiscal Year 2012-2014 PerfonnancePeriodEhibit 10.13.7

to the Form 10-K for the year ended March 31 2011 the Fiscal 2011Form 10-K
10.13.7 Form of Performance Growth Award Agreement under the Alliant Techsystems Iflt 2005

Stock Incentive Plan for the Fiscal Year 2013-2015 Performance Period

10.13.8 Form of Relative Stockholder Return Performance Award Agreement under the Alliant

Techsystems Inc 2005 Stock Incentive Plan.Ior the Fiscal Year 2010-2012Performanee

Period Exhibit 10.14.9 to the Fiscal 2009 Form 10-K

10.13.9 Form of Relative Stockholder Return Performanee Award Agren1ent und6r the Alliant

Techsystems Inc 2005 Stock Incentive Plan for the Fiscal Year 2011-2013 Performance

Period Exhibit 10.4 to the Form 10-Q for the quarter ended July 2010

10.13.10 Form of Relative Stockholder Return Performance Award Agreement under the Alliant

Techsystems Inc 2005 Stock Incentive Plan for the Fiscal Year 2012-2014Perfórnance

Period Exhibit 10.13.10 to the Fiscal 2011 Form 10-K

10.13.11 Form of Restricted Stock Award Agreement under the Alliant TechsystØms Inc 2005

Stock Incentive Plan Exhibit 10 to Form 8K dated January 30 2012
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Exhibit

Number Description of Exhibit and document from which incorporated by reference if applicable

10.14.1 Amended and Restated Alliant Techsystems Inc 1990 Equity Incentive Plan

Exhibit 10.16.1 to the Form 10-K for the year ended March 31 2007

10.14.2 Amendment No to Amended and Restated Alliant Techsystems Inc 1990 Equity

Incentive Plan effective May 2001 Exhibit 10.7.2 to the Form 10-K for the year ended

March 31 2002 the Fiscal 2002 Form 10-K

10.14.3 Amendment No 2.to Amended and Restated Alliant Techsystems Inc 1990 Equity

Incentive Plan effective March 19 2002 Exhibit 10.7.3to the Fiscal 2002 Form 10-K

10.14.4 Amendment No to Amended and Restated Alliant lbchsystems Inc 1990 Equity

Incentive Plan effective October 29 2002 Exhibit 10.6.4 to the Form 10-K for the year

ended March 31 2004

10.14.5 Amendment No to Amended nd Restated Alliant Techsystems Inc 1990 Equity

Incentive Plan effective October 29 2002 Exhibit 10.3 to Form 8-K dated January 30

2007

10.14.6 Form of Non-Qualified StOck Option Agreement under the Amended and Restated

Alliant Techsystems Inc 1990 Equity Incentive Plan Exhibit 10.1 to Form 8-K dated

February 2005

10.15.1 First Amendment and Restatement of 200O Stock Incentive Plan effective January 23

2001 Exhibit 10.25.1 to the Fiscal 2002 Form 10-K

10.15.2 Amendment to First Amendment and Restatement of 2000 Stock Incentive Plan

effective April 24 2001 Exhibit 10.25.2 to the Fiscal 2002 Form 10-K

10.15.3 Amendment to First Amendment ançl Restatement of 2000 Stock Incentive Plan

effective January 21 2002 Exhibit 10.25.3 to the Fiscal 2002 Form 10-K

10.15.4 Amendment to First Amendment and Restatement of Alliant Techsystems Inc

2000 Stock Incentive Plan Exhibit th.2 tO Form 10-Q for the quarter ended October

2004

10.15.5 Amendment to First Amendment and Restatement of Alliant Techsystems Inc

2000 Stock Incentive Plan Exhibit 10 to Form dated January 30 2007

10.16.1 Alliant Techsystems Inc Nonqualified Deferred Compensation Plan as Amended and

Restated October 29 2007 Exhibit 10.6 to Form 8-K dated October 29 2007

10.16.2 Trust Agreement for Nonqualified Deferred Compensation Plan effective January 2003

Exhibit 10.9.2 to the Fiscal 2003 Form 10-K

10.17 Alliant Techsystems Inc Executive Severance Plan as amended effective October 29 2007

Exhibit 10.7 to Form 8-K dated October 292007

10.18.1 Alliant Techsystems Inc Supplemental Executive Retirement Plan as Amended and

Restated October 29 2007 Exhibit 10.4 to Form 8-K dated October 29 2007

10.18.2 Schedule Updated as of May 2012 to Alliant Techsystems Inc Supplemental

Executive Retirement Plan

10.19.1 Alliant Techsystems Inc Defined Contribution Supplemental Executive Retirement Plan

Amended and Restated October 29 2007 Exhibit 10.5 to Form 8-K dated October 29

2007
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Exhibit

Number Deqriptiou ofExhiWt apd dccument from which incorporaedbrefernce if applicable

10 19 Amendment to the Aihant Techsystems Inc Defined Contribution Supplemental

Executive Retirement Plan EhibiL10.1 Form 8-K dated January28 2Q08

10.19.3 Amendment No to the A1lianTechsystems Inc Defined CoutributioSupplemental

Executive Retirement Plan effective January 2012 Ex1bit 10.2 to.Form 8-K dated

January 30 2012

10.20 Alliant Techsystems Inc Income Security P1a Amended and Reaated Effective

May 2010 Exhibit 10.1 to Forni 8-K dated May 2010

10.21.1 Trust Under Income Seeuiiity Plan dated May 1998 effective March 1998 by and

between the Registrant .andU.S Bank National Association Exhibi10.2O.1 to the

Form 10-K for the fiscal year ended March 31 1998 the Fiscal 1998 Form 10-K
10.21.2 First Amendment to the frust Uider the Income Socurity Iflan etivevDeceinber

200J by and between the Registraiit and US Bank National Association Exhibit 10 172

to the Fiscal 2002 Form 10-K

10.22.1 Executive Split Dollar Life Insurance PlanExMbit 10.9 to the Fiscal 1998 Form 10-K

10 22 Split Dollar Life Insuranc Agreement Fhibit 10 92 to t4ie 1iscal 1998 Form 10

10.22.3 Executive Life Insurance Areeqient Exhibit 10.9.1 to the Fiscal 1998 Form 10-K

12 Computation of Ratio of.Earnings to Ftxed Charges

14 The Regisrants Business EthicsCodeof Condut

21 Subsidiaries of thn Registrant ks of March 31 2012

23 Consent of Indepçndent egistered Publi Accounting Firm

24 Power of Attorney

31.1 Certificatioaoi chief ixecutiy Officer

31.2 Certification of Chief Financial Officer

32 Certification of Chief Exeditive Officer and Chief Finandial Officer
puruä.nt

to

18 U.S.C Section 1350 as adopted pursuant to Section 06 of the arbuies-Oxley Act of

20f2

101.INS XBRL Itistatice Document

ii ScIT XBRL Thxonomy extension Schema Dcment

101.CAL XBRL Taxonomy Extension calculation Linkbase Document

101.LAB XBRL Taxonomy Extension Labels Linkbase Document

101.DEF XBRL Taxonomy Extension Definition Linlcbase Document

101.PRE XBRL Taxoiiomy Extension Presehtation Linkbase bocument
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Board of Directors ATK Officers Corporate Information

Ronald FogIeman12

Non-Executive Chairman of the Board ATK

President Bar Cattle and Consulting

Company consulting firm

Roxanne Decyk123

Former Executive Vice President of Global

Government Affairs Royal Dutch Shell plc

Mark DeVoung

Director President and Chief Executive Dificer

ATK

Martin Faga23

Retired President and Chief Executive Officer of

the MITRE Corporation not-for-profit systems

engineering firm

April Foley1

Former United States Ambassador to Hungary

Tig KrekelC3

Chairman and founding partner Hudson

Group LLC an advisory services firm

Douglas Maine13

Former Chief Financial Officer International

Business Machines Corporation IBM

Roman Martinez lW
Private investor Former Managing Director

Lehman Brothers an investment banking firm

Mark Ronald11

Former Chairman of the Board BAE

Systems Inc the wholly-owned U.S subsidiary

of BAE Systems plc British aerospace and

defense company

William Van Dyket131

Former Chairman and CEO Donaldson

Company Inc provider of filtration systems

and replacement parts

Audit Committee

Nominating and Governance Committee

Personnel and Compensation Committee

Mark DeYoung

President and Chief Executive Officer

Neal Cohen

Executive Vice President and Chief Financial

Officer

Steven Cortese

Senior Vice President Washington Operations

Ronald Johnson

Senior Vice President and President Sporting

Group

Michael Kahn

Senior Vice President and President Defense

Group

Jeff Kubacki

Senior Vice President and Chief Information

Officer

Blake Larson

Senior Vice President and President Aerospace

Group

Deborah Moeschel

Vice President anc General Counsel

Jay Tibbets

Senior Vice President of Business Development

Christine Wolf

Senior Vice President Human Resources

Corporate Headquarters

1300 Wilson Boulevard Suite 400

Arlington Virginia 2220g-2307

Telephone 703-412-5960

E-mail alliant.corporate@atk.com

Annual Meeting of Stockholders

The Annual Meeting of Stockholders will be

held at Corporate Headquarters at goo a.m on

August 2012

Common Stock

ATK common stock is listed on the New York

Stock Exchange under ATK and in stock tables

under AlliantTech During FY12 approximately

66 million shares were traded The closing

stock price ranged from low of $50.12 to

high of $75.g7

Independent Registered Public Accounting

Firm

Deloitte Touche LLP

50 South Sixth Street

Suite 2800

Minneapolis Minnesota 55402-1 53B

Transfer Agent and Registrar

Stockholder inquiries should be directed to

Transfer Agent/Registrar

Computershare Shareowner Services

480 Washington Boulevard

Jersey City New Jersey 07310-1900

Telephone 866-865-6322

Website www.bnymellon.com/shareownerl

equityaccess

Investor and Media Inquiries

Inquiries from investors should be directed to

Steve Wold Vice President Investor Relations

and Corporate Finance

Telephone 952-351-3056

E-mail Steve.Wold@ATK.com

Inquiries from the media should be directed to

Amanda Covington Vice President Corporate

Communications

Telephone 703-41 2-3231

E-mail Amanda.Covington@ATK.com

Company Website

The ATK website at www.ATK.com includes biographies of directors and executive officers as well as information on the companys corporate governance

guidelines and the charters of the committees of the Board of Directors

Forward-Looking Statements

Certain information discussed in this 2012 Annual Report to Stockholders constitutes forward-looking statements as defined in the Private Securities Litigation

Reform Act of 1995 Although ATK believes that the expectations reflected in such forward-looking statements are based on reasonable assumptions it can give

no assurance that its expectations will be achieved Forward-looking information is subject to certain risks trends and uncertainties that could cause actual

results to differ materially from those projected Among these factors are assumptions related to the profitability of current commercial aerospace structures

programs uncertainties related to the development of NASAs new Space I.aunch System demand for commercial and military ammunition changes in

governmental spending budgetary policies including the impacts of potenlial sequestration under the Budget Control Act of 2011 and product sourcing

strategies the companys competitive environment risks inherent in the development and manufacture of advanced technology risks associated with the

diversification into new markets assumptions regarding the companys long-term growth strategy assumptions regarding the growth opportunities in

international and commercial markets increases in commodity costs energy prices and production costs the terms and timing of awards and contracts

program performance program terminations changes in cost estimates related to relocation of facilities the outcome of contingencies including litigation and

environmental remediation actual pension asset returns and assumptions regarding future returns discount rates and service costs capital market volatility and

corresponding assumptions related to the companys shares outstanding the availability of capital market financing changes to accounting standards changes

in tax rules or pronouncements economic conditions and the companys capital deployment strategy including debt repayment dividend payments share

repurchases pension funding mergers and acquisitionsincluding the related costs and any integration thereof ATK undertakes no obligation to update any

forward-looking statements For further information on factors that could impact ATK and statements contained herein please refer to ATKs most recent

Annual Report on Form 10-K and any subsequent quarterly reports on Form 10-0 and current reports on Form 8-K filed with the U.S Securities and Exchange

Commission
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